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Cover Picture .. . One of six designs sym- 
bolizing the atomic future displayed at the 
atomic energy exposition in Geneva, Switzer- 
land, August 8-20. The others featured re- 
spectively aerodynamics, astrodynamics, elec- 
trodynamics, hydrodynamics and nucleody- 
namics, and formed background for exhibit 
of General Dynamics Corp., builders of 
atomic submarines, vertical rising aircraft 
and jet planes. Similar posters were dis- 
played in 52 Swiss cities carrying the 
“Atoms for Peace” message in six languages 

. Beginning with this issue, TRUSTS AND 
ESTATES offers its readers a new monthly 
column — Nuclear Energy Report — edited 
by Edward R. Trapnell, now of Bozell & 
Jacobs, Inc., and formerly with the Atomic 
Energy Commission. The column will digest 
and appraise the timeliness and practica- 
bility of commercial and investment aspects 
ef nuclear applications in peacetime uses. 
The introductory report will be found on 
page 714. 


Photo from General Dynamics Corporation 
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the 
center of attention 


in atlanta... 


The 70 foot neon signs on all four 
sides of the new 25-story 

Fulton National Bank have attracted 
the attention of everyone in 
Atlanta. The letters are 12 feet high 
and 10 feet wide, and are 

white by day and red by night. 


Opening ceremonies are planned 
for mid-October. Our Trust 
Department is greatly enlarged and 
will be able to serve even better 
in the future. 


Alulto 


TEN LOCATIONS SERVING THE ATLANTA AREA 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 
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IMPORTANT NEWS FOR TRUST MEN 








Kennedy Sinclaire’s 
fifth Pension and 


Profit-Sharing Seminar 





Will be held at the 


Downtown Athletic Club « New York City 


October 17, 18 and 19, 1955 








Our staff of instructors will include actuaries, bankers and 


lawyers, specializing in retirement programs and with broad and 





successful experience in the formulation, sale, installation and man- 


agement of profit-sharing, pension and thrift plans, 


Attendance at this Pension and Profit-Sharing Seminar is 





limited in number and restricted to representatives of banks and trust 
companies. For further information please address our Pension and 


Profit-Sharing Department. 


KENNEDY SINCLAIRE, Inc. 


140 Cedar Street, New York 6, N. Y. 












TRUSTS AND ESTATES 





et ePA ORES PATE TAILS TT, 


me rw ocemrrH onvwvnvtdutweeunuwo eo BAP Dd WO 


_ i ne i ==: lU-_hlU>7rSl eh 6C6LhClhee 


| 
: 
i 











\STATES 


THE GENEVA CONFERENCE ON ATOMIC ENERGY 
focused world attention on evolutionary 
and versatile uses of nuclear energy that 
are, however, being sensationalized and 
inaccurately reported in many quarters. 
To keep track of the practical develop- 
ments, and appraise them in their proper 
perspective and impacts on industry and 
living, is the newest problem of investor 
and businessman, as well as statesman and 
Scientists....To this end, we introduce 
in this issue our "Nuclear Energy Re-" 
port," the first regular column on this 
subject to be presented in any financial 
publication. In his initial review of the 
background and present position of the 
atomic program, editor Edward Trapnell, 
remarking on various applications already 
being made daily and profitably, expresses 
the central themes; "In many ways, the 
atomic energy industry is no new industry, 
but Simply a new opportunity for existing 
industry." (See page 714.) 


PROPOSED REGULATIONS ON QUALIFIED RE- 
TIREMENT PLANS were released early this 
month. Highlights are noted in Samuel 
Ain's column (page 734). 


A SERIOUS FLAW IN BUSINESS INSURANCE 
AGREEMENTS is revealed by insurance law 
authority John Alan Appelman who points 
out (page 700) that policies taken out 
under these arrangements are subject to 
Contest by the company for misrepresenta- 
tions made by the insured. Thus a partner 
who enters a buy-and-sell agreement on the 
assumption that he will be guaranteed the 
funds with which to purchase the interest 
of his partner on whose life he purchased 
insurance, may find his claim, if death 
occurs within two years, rejected by the 
Company because of a misstatement by the 
decedent as to his health. The author sug- 
gests that if the trend toward business 
life insurance is not to be reversed, the 
Companies should not hold this kind of 
beneficiary responsible for the insured's 
nisrepresentations. 
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NATIONAL BANK TRUST ASSETS GAINED 11% 
1954, rising from $43,150,202,168 at the 
1953 year-end to $47,938,669,035 on Decem- 
ber 31, 1954, according to the just re- 
leased report of the Comptroller of the Cur- 
rency. Ten years ago trust assts reported 
by national banks were only $15,764,829,- 
270, but at that time a large amount of 
escrow and custodian accounts were not in- 
cluded. Trust department gross income for 
national banks aggregated $100,761,000 in 
1954, $85,990,000 in 1953, and $40,761,000 
ten years ago. Investment proportions in 
bonds, stocks, real estate mortgages, and 
real estate changed less than one per cent 
for each category, in the aggregate, com- 
pared with 1953....The total number of 
trusts under administration increased from 
153,833 in 1945 to 289,189 in 1954, the 
latter figure including 82,032 accounts 
classified as agency, escrow, custodian, 
etc. not separately reported in 1945. Bond 
issues outstanding where the bank was act-= 
ing as trustee aggregated $8,195,130,626 
at the 1945 year-end, and $19,485,674,990 
on December 31, 1954, representing a 
growth of 138%. For further details see 
page 732. 


MAJOR CHEMICAL STOCKS MERIT LONG-RANGE 
INVESTMENT in spite of current high P/E 
ratios. AS basic and intermediate chem- 
icals find ever-expanding place in indus- 
try and new uses are devised for new com- 
ponents, as well as old, there is slight 
danger that the industry will become static 
in the near future, writes Ralph Geer in 
the current issue (see page 725). 


PLANNING FOR YOUR WIFE'S WIDOWHOOD is 
the subject of the Personal Business 
column of Business Week (Aug. 20 issue). 
Husbands are advised to give their wives 
better understanding of financial status 
and prospects, as to Income, Home main- 
tenance, Investments, Insurance, Bank ac- 
counts and Will. "Explaining the provi- 
Sions of your will to your wife is a vital 
duty" says the column, urging regular re- 
view of will and introduction of wife to 
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executor and banker" on 


“lawyer, broker, 
a social basis. 


THE PRESIDENT POCKET VETOED H.R. 6887 
(see Aug., pe 633) which would have pro- 
vided an estate tax deduction for state 
death taxes paid on transfers to chari- 
table, etc. organizations. 


RECOMMENDATION THAT ENGLISH TRUSTEES 
could include equity investments was re- 
jected by the British Government as a gen- 
eral extension that "might be regarded as 
conveying a measure of official guarantee 
of their suitability for investment." The 
penetrating observation was made that "the 
very considerations which in some circum- 
Stances would lead to the enhancement of 
the trust funds (by inclusion of indus- 
trial debentures and shares) might in 
other circumstances lead to considerable 
losses"! In pertinent comment, the London 
Economist points out that the binding 
force of the statutory list "has been con- 
Siderably mitigated by the wide powers 
commonly accorded to trustee by the terms 
of modern trust deeds," and remarks that 
"the wise testator, helped by competent 
trustees, can at least avert some of the 
investment problems in this age of infla- 
tion." Apparently the Government has not 
taken official notice of the "considerable 





losses" that can also be caused to fixed- 
incomes by such inflation. Review of the 

Committee suggestions and Government ac- 

tion will be reported next month. 





A TRUSTMAN OF NATIONAL PROMINENCE is 
Samuel C. Waugh who, after two years ser- 
vice as Assistant Secretary of State for 
Economic Affairs, has been appointed by 
President Eisenhower to head the Export- 
Import Bank. Mr. Waugh was president of 
First Trust Company of Lincoln, Neb., be-=- 
fore entering Government service in June 
1953, and is a former president of the 
American Bankers Association Trust Divi- 
Sion. 


CREDIT COSTS CONTINUE TO REFLECT PRES- 
SURE OF RESTRAINT and the end is probably 
not in sight. Rumors of further Reserve 
action on the rediscount rate are heard. 
Meanwhile, borrowers in all sectors are 
paying more for accommodation, when and if 
it is obtainable, which simply means that 
lenders are screening risks, purposes and 
terms carefully. Mortgage delinquencies 
are causing no concern to authorities in 
this field but there appears to be some- 
what less confidence in some aspects of 
financing the cleanup of 1955 model cars 
in dealer hands. 


























Gambrell Leads American Bar 


E. Smythe Gam- 
brell of Atlanta, 
was elected presi- 
dent of the Amer- 
ican Bar Associa- 
tion last month at 
the 78th annual 
meeting of ABA. 
He succeeds Loyd 
Wright of Los 
Angeles, Cal. 


Mr. Gambrell was a member of the 
Committee on Reorganization which 
drafted the Association’s present con- 
stitution and by-laws in 1936. In recent 
years, as chairman o fthe Committee on 
Regional Meetings, he has had a lead- 
ing part in expanding the ABA program 
of regional meetings and in arranging 
such meetings in Dallas, Louisville, 
Yellowstone Park, Omaha, Richmond, 
Atlanta, Portland, and Cincinnati. 





E. S. GAMBRELL 


He has been in the general practice of 
law in Atlanta 33 years, and is senior 
partner in the firm of Gambrell, Harlan, 
Barwick, Russell & Smith. Two sons are 
also lawyers in Atlanta. Three brothers 
are in law and banking—Barmore P. 
Gambrell, an attorney in Atlanta, 
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William H. Gambrell, vice president in 
charge of the Trust department of the 
New York Trust Co., and Charles G. 
Gambrell, vice president of the Irving 


Trust Co.. New York. 
A A A 


Real Property, Probate and 
Trust Law Section Elects 
Lane Chairman 


The Real Property, Probate and Trust 
Law Section of the American Bar Asso- 
ciation presented a program acclaimed 
as outstanding, during the Association’s 
annual meeting in Philadelphia the 
week of August 
21. The three di- 
visional meetings 
were attended by 
some 300 lawyers. 
At the final session 
on August 24, Wil- 
liam A. Lane of 
Miami, Fla., was 
elevated to chair- 
man of the Section, succeeding Rush H. 
Limbaugh of Cape Girardeau. Mo., who 
becomes the Section’s Delegate to the 
House of Delegates after a highly suc- 
cessful term. 


WILLIAM A. LANE 


The newly chosen vice chairman is 
Edward C. King, Dean of the Law 
School of the University of Colorado 
at Boulder. Dean King has been a 
member of the Council and was form: 
erly Director of the Trust Law Division. 


The three vice chairmen and divi: 
sional directors as well as the secretary 
were re-elected. They are: 


Real Property—Robert H. Frazier, 
Greensboro, N. C. 

Probate—J. Stanley Mullin, Los An- 
geles. 


Trust — Joseph Trachtman, New 


York. 
Secretary—William R. Dillon, Chi- 


cago. 

Named to the Council were Millard 
Vandervoort of Battle Creek, Mich. 
Edward B. Winn of Dallas, and J. 
Pennington Straus of Philadelphia who 
was in capable charge of the annual 
dinner and other arrangements of the 
meeting. 

As in past years, TRUSTS AND EsTATES 
will publish the Probate and Trust pro 
ceedings in the October issue, follow- 
ing its printing of the official proceed: 
ings for distribution to Section members. 
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Fiduciaries Financial Service 





This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Maintenance of Complete Estate, 


and Interest Trust and Income Tax Records 
Handling of Security Real Estate Management and 
Sales and Purchases Mortgage Servicing 
Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Division, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 





BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 
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FLAW IN BUSINESS LIFE INSURANCE? 


Two-Year Contestability Clause Undermines Protection 


NE OF THE FASTEST GROWING FIELDS 
Q of life insurance is that of busi- 
ness life insurance—the use of a life 
insurance contract to fund an obligation 
arising in the course of business trans- 
actions, or to reduce the hazard other- 
wise resulting from the premature 
death of a key individual. For example, 
two partners enter into a buy-sell agree- 
ment, with the purchase of cross insur- 
ance upon each other’s lives to fund 
the obligation arising to pay the wi- 
dow or estate of the deceased partner 
the value of his interest.' Or a corpo- 
ration insures the life of its president 
to minimize the loss arising from his 
premature death.” Or a bank is willing 
to make a half million dollar loan to a 
corporation because of the skilled man- 
agement of its president, but would 
feel insecure if he should die prior to 
repayment of the loan. Therefore, a 
term life insurance policy is felt by the 
bank to be necessary to protect against 
this hazard.* 


These are only a few of the business 
life insurance situations which have 
created a multi-billion dollar demand 
for such coverages. It is apparent that 
the need is for immediate and certain 
protection. If, for example, the bank 
could not be sure for a two year period 
that such coverage was actually effec- 
tive, it would not make the proposed 
loan. Similarly, a partner would not 
bind his estate to accept the proceeds of 
a nonenforceable policy; the corpora- 
tion might not embark on a_ needed 
expansion program if it did not have 
the assurance of such protection. 


Is There Protection? 


New insurance is almost always writ- 
ten to meet this need. Yet, there is a 
serious legal question as to whether the 
designee under a business life insurance 





Reprinted by permission of West Publishing 
Company and Vernon Law Book Company from 
forthcoming pocket part of 12 Insurance Law and 
Practice, 7306(a). 


Section 872, Vol. 2, Insurance Law and Practice. 
*Section 873, Vol. 2, Insurance Law and Practice. 
8Chapter 52, Vol. 2, Insurance Law and Practice. 
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JOHN ALAN APPLEMAN 


Member of the Bar, Urbana, Illinois 


policy, even though he be the policy 
owner, has any assurance of protection 
whatever for the two year period of 
contestability. 


Almost all such business life insur- 
ance purchasers or designees would 
scoff at the idea that their protection 
is thus limited or restricted. They are, 
they feel sure, in the same position as 
the obligee under a surety bond. A 
surety company could recoup against 
its principal if he misrepresented his 
solvency or his past history—but it 
could not defend on such a ground 
against an innocent school district re- 
lying upon such bond in contracting 
with that principal. A mortgagee under 
a standard mortgage clause forming a 
part of a fire insurance policy is sub- 
ject to no policy defense which may be 
available against the mortgagor. 


The lending bank could well argue, 
“What opportunity have we to know the 
truth or falsity of the insured’s repre- 
sentations? That is the insurer’s busi- 
ness. It has doctors to examine him. It 
has facilities through the M.I.B. and 
through its own investigators to check 
his medical history. We have no such 
facilities and we aren’t in that business. 
If the insurance company is satisfied 
to accept him, when it is its responsi- 
bility to accept or reject him, how can 
it defend against us?” 


Companies’ Defense 


The answer would seem, of course, 
that such a defense is inequitable and 
that no defense should exist in the 
absence of adoption or ratification of 
misrepresentations made by the insured, 
or in the absence of a showing of 
knowledge of such falsity and a joinder 
therein for the purpose of defrauding 
the insurer. In fact, if the purchasers 
of such contracts knew that there was 
a two year string or restriction upon 
such protection, it could well result in 
the destruction of the present demand 
for such coverages. 


Nevertheless, life insurance companies 





do deny protection in such cases upon 
one of three: grounds, and, unfortun- 
ately, with some success. Those grounds 
are: (1) Where the purchaser signs a 
ratification statement, which many pur- 
chasers do without realizing its signifi- 
cance, ratification is, of course, a legal 
defense; (2) Where no ratification 
statement is signed, the insurer will 
contend either (a) that the insured was 
the agent of the purchaser, whose acts 
were within the scope of his apparent 
authority and binding upon his princi- 
pal; or (b) that the business life insur- 
ance designee or purchaser stands in 
no different or better position than 
the ordinary donee beneficiary of such 
a policy, such as his widow or child. 
It is necessary, then, to see what results 
have followed in these situations. 


Distinction from Ordinary 
Insurance 


There may be at least three distinct 
interests in a business life insurance 
contract. That is not true of the aver- 
age policy of life insurance. In the 
latter situation, there are only the life 
insurer as one party and the insured 
as the second party who makes any 
representations incident to procuring the 
insurance. Such insured may designate 
a beneficiary, but such beneficiary 
claims through the insured and his or 
her rights are purely derivative. This 
creates the following situation. 


Insurer (——> — 
Beneficiary 


There is one situation in which this 
relationship is modified—that of juven- 
ile insurance. Here there is the insurer, 
the juvenile insured, and the adult pur- 
chaser who normally designates himself 
as beneficiary. This, then, presents the 
following situation. 


Insurer ¢3 Adult Purchaser 


a) 


Juvenile Insured , 


However, no complications as to pol- 
icy defenses arise in such a situation, 
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since the adult purchaser is normally 
the one who makes the representations 
inducing the sale of the insurance and 
is bound by his own statements. In all 
events, he has full knowledge of such 
matters as the child’s condition of 
health and medical history and can 
scarcely claim to be an innocent pur- 
chaser for value. 


In the Business Case 


In the situation of a business life 
insurance contract, there may actually 
be either three parties to the contract 
or, again, only two. If the corporation 
purchases insurance upon the life of an 
officer, he is not a party to the contract 
at all, but, rather, his life is merely 
the subject matter of the insurance. If 
he contracts, however, to furnish the 
insurance and the insurer has knowl- 
edge of the interest of the corporation. 
bank, or partner and of the purpose of 
the insurance, he may be considered a 
party to a tripartite contract. These 
situations may be represented by dia- 
grams A and B respectively. 


(A) 
Insurer €—~> Purchaser 


KInsured's — 
(B) 


<— oe 
Insurer €? Insured Designee 








In either of these situations, one 
thing of significance appears: the busi- 
ness purchaser or business designee is 
an independent party to the contract 
with independent contractual rights. 
Reasonably, his protection should not 
be wholly at the mercy of either the 
life insured or the insurer, or the two 
of them in combination, or his protec- 
tion is meaningless. If his risk is to be 
secured, as intended when the protec- 
tion is sold to him, it must become so 
by the act of the insurer in accepting 
the risk with knowledge of his interest. 


The fact that one whose life is in- 
sured is not necessarily a party to the 
contract was well pointed out by 
Maclean: 


“There are two parties to the con- 
tract, the insurer (the company) and 
the insured. The latter is usually, but 
not necessarily, the person whose life 
is insured. Where one person effects 
a policy on the life of another the 
former is sometimes referred to as 
the assured, and he is then the sec- 
ond party to the contract. — — Nor 
is a person whose life is insured 
by another a party to the contract.’4 


nn 


‘Maclean, Joseph B., Life Insurance, 1951, pp. 
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As between the one whose life is the 
subject matter of the insurance and the 
business designee or purchaser, it is 
quite clear that the latter person may 
have rights which are superior to those 
of the former. In a contest between 
them, the one whose life is insured may 
be held to have no interest whatever 
in the insurance.’ Either a partnership® 
505, 506. While the author does not approve of one 
attempting to draw a distinction between two 
words having identical professional meanings, such 
as “assured” and “insured’, nevertheless such 
terminology was used as far back as 1898 in 
Connecticut Mutual Life Insurance Co. v. Luchs, 
108 U. S. 498 at 504 which stated “. . . the term 


‘assured’ must be held as applicable to him for 
whose benefit it was effected. 


5See cases cited, Vol. 2, §871, notes 15, 16, 18, 


or a corporation’ may, then, contend 
that it is a party to such a contract and 
the owner thereof. 


Contract vs. Insurance Law 


The question then arises as to whether 
such a person, possessing independent 
contractual rights, may be deprived of 


22; §872, notes 38.5, 65, 66, 69, 70, 71, 77; §911, 
note 41; §924, note 91. As stated in Whitehead v. 
Ins. Co., 6 N.E. 267, 102 N.Y. 148, quoted in Mil- 
lard v. Brayton, 59 N.E. 436, 177 Mass. 533, such 
a contract is “about” the one whose lfe is insured 
and not “with” him. 


®8FE.g., Allen v. Hudson, C. A. 8, 35 F. 2d 330 at 
331. 


TWellhouse v. United Paper Co., C.A. 5, 29 F. 2d 
886; Williamson v. Williamson Paint Manufactur- 
ing Co., 169 S.E. 408 at 409, 118 W. Va. 744. 











FIRST WIRELESS 
STATION IN CALIFORNIA 





Forerunner of radio, California’s first wire- 
less telegraph transmission was between 
stations located at White Point near San 
Pedro and Avalon, Catalina Island. The 
broadcast was put on a commercial basis 
early in 1903. 

That same year this Bank established 
its Trust Service. During the more than 
50 years since, Southern Californians have 
found it wise to think first of Security- 
First for all their Trust requirements. 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 


OF LOS ANGELES 





Head Office: Sixth & Spring Sts. 
Telephone MUtual 0211 
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them by the misrepresentations of the 
one whose life is insured, as to the 
falsity of which such designee or owner 
has no knowledge and which he does 
not ratify.’ At least one able writer upon 
life insurance speaks for the more liberal 
rule: 


“Doubtless, if A should apply for 
insurance on the life of B, payable 
to A, and if the insurance company 
should independently make inquiry of 
B, and B should unknown to A make 
false material representations A’s 
rights would not be affected by B’s 
misstatements.’’8 


This seems to be in line with general 
principles of contract law. If the one 
whose life is insured is not acting as 
agent of the business life insurance pur- 
chaser or designee, but merely as the 
conduit or subject matter of insurance, 
any fraud or misrepresentation on his 
part would not be chargeable to either 
of the principals to the contract, accord- 
ing to the Restatements.® Williston has 
collected a number of cases upon this 
subject to the same effect.1° 


Yet, when it comes to insurance law, 
which is a part only of the greater field 
of contract law, there is confusion either 
in the results or in the dicta of courts 
failing to recognize the distinction be- 
tween donee beneficiaries and the hold- 
ers of such business interests. Most of 
these cases can readily be distinguished 
as involving situations where the pur- 
chaser in writing ratified the representa- 
tions of the life insured,’ an agency 
situation existed,’? or the designee had 


8Patterson, Edwin W., Essentials of Insurance 
Law, 1935, p. 370. 


*Restatement of the Law of Contracts §477 and 
illustrations given at page 913; Restatement of the 
Law of Restitution, §172, Comment (b) p. 693. 


105 Williston on Contracts, §1518, p. 4247, note 1. 
See, for example, Blum v. William Goldman 
Theatres, C.A. 3, 1947, 164 F. 2d 192 at 196, 197. 


11JIn Baker v. Mutual Life Ins. Co., 201 P. 2d 893, 
82 Wash. 2d. 340, the clinic expressly ratified the 
representations of its member, who was the appli- 
cant, and it was held bound thereby. The Wiscon- 
sin court, in Bradach v. New York Life Ins. Co., 
51 N.W., 2d 18, 260 Wis. 451, makes no reference 
in its opinion to such ratification and uses most 
sweeping language as to its immateriality. Actual- 
ly, however, there was a written ratification, and 
Wisconsin has since then repented of its intem- 
perate language. See Emmeco Insurance Co. v. 
Palatine Insurance Co., 58 N.W. 2d 525, 263 Wis. 
558 at 569, 570. 


In Mutual Life Ins: Co. v. Wager, 27 Barb. 
(N. Y.) 354 at 364, an application was signed by 
Frisbie, whose life was insured. Wager, a creditor, 
also signed an application warranting that Frisbie 
had no spitting of blood and no disorders, to his 
knowledge. The New York court held that ‘‘Frisbie 
could not be deemed the agent of Wager in com- 
mitting the fraud, without proof of knowledge or 
preconcert on the part of Wager.’”’ It further stated 
that if Frisbie were shown to be Wager’s agent, 
Wager could be bound by Frisbie’s answers, but 
agency could not be assumed by the mere fact of 
Frisbie’s making application for the policy. And, 
even though Wager himself signed an application, 
when it was limited “‘to his knowledge,” that quali- 
fication limited the effect of his ratification. 


12McIntire v. Pryor, 173 U.S. 88 at 52, not in- 
volving a parallel situation. 
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knowledge of the matters misrepresent- 
ed.1® However, there is one recent deci- 
sion squarely in point as to these 
issues—a third party purchaser (a busi- 
ness partner), payment of premiums by 
such person, misrepresentations by the 
one whose life was insured with no 
knowledge by plaintiff of their falsity, 
no contention of any agency relation- 
ship, and no ratification by such pur- 
chaser. The court in that case elected 
to set up a rule in line with the dicta 
of some of the cases just referred to, 
based upon different situations, and 
declared, in part: 


“We cannot see how the payment 
of a premium on a life insurance pol- 
icy by a person who is beneficiary 
can, in the absence of a specific con- 
tract, different from the policy en- 
tered into by the insured, give rise 
to any rights superior to those of 
the insured who applies for the pol- 
icy. — — Human life is whole and 
indivisible and to hold that a third 
person, by merely paying the premium 
acquires a right to have the insurance 
company deal with him on a separate, 
independent basis under penalty of 
not being bound by the misrepresenta- 
tion of the insured is to introduce an 
uncertain and _ speculative element 
into the field of life insurance, which 
would be dangerous indeed.”1!4 


Remedy Needed 


Apparently the court was confused 
by the procedure followed in life in- 
surance contracts. At one time, a third 
person could apply for insurance upon 
the life of another without the insured’s 
knowledge. The prevalence of murders 
in order to collect insurance proceeds 
led to the passage of the Gambling Acts, 
over a century ago, requiring insurable 
interest and consent of the insured; 
also producing the adoption of our pres- 
ent policy forms, under which the “in- 
sured” nominally applies for the insur- 
ance, irrespective of by whom the pol- 
icy is sought or by whom the premium 
is paid. 

Nevertheless, since this decision has 
raised grave doubt as to the applicable 
insurance law, even where the purchaser 





13Burruss v. National Life Association, 32 S.E. 
49, 96 Va. 543, where the purchaser admittedly had 
knowledge of the matters misrepresented and 
sought to escape the effects of that knowledge by 
contending that he had told the company’s agent 
about them. However, the court resorts to sweep- 
ing dicta, stating: ‘‘Where insurance is effected 
upon the life of a third person for the benefit of a 
creditor, and misrepresentations of material mat- 
ters inducing the contract are made by the party 
whose life it insured, it will vitiate the policy, al- 
though the beneficiary was ignorant of such false 
representations.”’ The plaintiff in that case was not 
a mere beneficiary but was actually a policy pur- 
chaser, so that the decision must be considered as 
in point, although in the nature of dictum. 


14Byrnes v. Mutual Life Ins. Co., C.A. 9, 1954, 
217 F. 2d 497, certiorari denied. 


is innocent of knowledge and does not 
ratify any misrepresentations made, no 
person who is a party to a contract of 
business life insurance can rely safely 
on new insurance. He can rely only 
upon existing contracts of more than 
two years vintage, where the contestable 
periods have already run. One cannot 
otherwise undertake the exposure in- 
volved by entry into a contract where 
this hazard of noncoverage is presented. 


And, since this loss of confidence can 
well destroy the appeal of business life 
insurance contracts, it is recommended 
that the industry not accept this situa- 
tion passively. Instead of requesting 
purchasers or designees to “ratify” rep- 
resentations as to the subject matter of 
which they have no knowledge, life in- 
surers should realize that the responsi- 
bility is that of the insurer to deter- 
mine the desirability or undesirability 
of the risk. Accordingly, the life insurer 
should, upon such contracts, issue a 
rider expressly waiving policy defenses 
as to such persons even within the con- 
testable period, and reserve defenses 
only as to those participating in misrep- 
resentations and donee beneficiaries 
claiming through the life insured. The 
state insurance commissioners could 
easily be induced to see the necessity 
and desirability of such endorsements. 
And, absent such action, business life 
insurance contracts may well become a 
thing of the past. 


A A A 
C.L.U. Institute 
The 12th C.L.U. Institute was held 


at Madison, Wis. last month. 


Among well known lecturers who ap- 
peared on the faculty of this year’s tra- 
ditional C.L.U. summer school for grad- 
uate learning were Ben S. McGiveran, 
C.L.U., pension consultant; Denis B. 
Maduro, New York attorney; Eugene 
M. Thoré, General Counsel, Life Insur- 
ance Association of America; George 
J. Laikin, Milwaukee lawyer; John 0. 
Todd, C.L.U., President of Pension Ser- 
vice, Inc.; and Catherine B. Cleary, 
vice president of First Wisconsin Trust 


Co. 


C.L.U.s who are members of the 
American Society are eligible to attend 
the Institute. This year’s registrants 
came from 27 states. 


Subjects covered in lectures and dis- 
cussions were executive compensation, 
the guaranteed wage, forms of business 
organization, lifetime planning, estate 
taxation, inflation, trusts, gift taxes, and 
stock market trends. 
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Neitlich Heads C.L.U.s 


George Neitlich, Manager for Metro- 
politan Life Insurance Co. in suburban 
Boston, was chosen president of the 
American Society of Chartered Life 
Underwriters, following a nation-wide 
ballot of members 
of the Society, an- 
nounced at the an- 
nual meeting Au- 
gust 24 in St. 
Louis. Other off- 
cers of the Amer- 
ican Society newly 
elected to their 
posts are: First 
Vice President, Harry Krueger, general 
agent for Northwestern Mutual in New 
York; Second Vice President, Fitzhugh 
Traylor, manager for Equitable Society 
in Indianapolis; and Secretary, Eugene 
C. DeVol, general agent for National 
Life in Philadelphia. Mr. Krueger re- 
signed due to ill health and the Board 
of Directors moved the other officers 
up, with William H. Andrews, Jr., man- 
ager for Jefferson Standard in Greens- 
boro, N. C., being chosen Secretary. 
Frederick W. Floyd, former Executive 
Secretary of the Society and manager 
for Life Insurance Company of Virginia 
in Philadelphia, was re-elected Treas- 
urer. 


GEORGE NEITLICH 


New C.L.U. designations were granted 
to 407 candidates, including three sons 
of present C.L.U.s. They heard Dr. 
Davis W. Gregg, C.L.U., President of 
the American College, make five pro- 
fessional recommendations, and recited 
the professional charge in unison as 
administered by Dr. S. S. Huebner, 
father of the idea of professionalizing 
life underwriting and President Emeri- 
tus of the American College. 


This year’s class of C.L.U.s are 
younger in age, although they are tak- 
ing longer to pursue their studies prep- 
aratory to sitting for their examinations. 
Most candidates now take between three 
and four years to complete the series 
of five exams. The passing ratio was 
the highest in C.L.U. history; of each 
ten examinations taken, seven received 
passing marks. Julian S. Myrick, Chair- 
man of the Board of the College, re- 
ported that almost 6,000 persons have 
completed the entire series of five 
C.L.U. examinations during the 28 
years of the existence of the American 
College, and that more than 8,000 now 
have credit for from one to four of the 
examinations. 
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Bank of America’s new branch in the recently opened Disneyland. Charles Virgil drives 
up in his 1899 Locomobile to introduce Miss Lillian Freer to head banker, assistant cashier 
Leo F. Wagman, complete in string tie and sleeve holders of the 1890 period. 


Bank of America Opens Disneyland Branch 


Ever since Walt Disney’s magic king- 
dom of Disneyland opened on July 18, 
attracting thousands of visitors, Bank of 
America’s Disneyland branch has been 
both a show place, done in the authentic 
1890 style, and a functioning bank which 
supplies the business needs of the Dis- 
neyland owners, the business houses, 
concessionaires and their employees, as 
well as the visitors to Disneyland. 

Although the pony-sized bank is open 
from 11:00 a.m. to 5:00 p.m. seven days 


a week,.the oversized night depository 
is filled each night with bags from Dis- 
neyland’s business houses, which are 
open from 10:00 a.m. to 10:00 p.m. In 
spite of the old style adding machines, 
typewriters, high stools and bookkeep- 
ing desks, the staff of six successfully 
handles commercial accounts, change 
making, check cashing, savings accounts, 
and loans for the permanent workers of 
Disneyland. A guide map is offered by 
the bank to all visitors. 





FDIC Reports 13% Gain in Trust Department Earnings 


Trust department earnings of insured 
commercial banks in the United States 
for 1954 were quoted at $246,223,000 
in the annual report of the Federal De- 
posit Insurance Corporation, released 
last month. This marks a gain of 12.9% 
over the $217,996,000 in 1953. The 
ratio of trust department earnings to 
total current operating earnings of all 
reporting institutions (whether exercis- 
ing trust powers or not) improved 
slightly, rising from 3.97% in 1953 to 
4.26% in 1954. 

The largest single source of earnings 
—interest and discount on loans—in- 
creased 3%, from $3,107.885,000 to 
$3,205,894,000, while the total expense 
for salaries and wages went up 6.6% 
from $1,652,295,000 to $1,761,875.000. 
In both years the cost of personnel was 
highest on the list of expenses. 


During 1954 the Corporation received 


21 applications for permission to en- 
gage in trust business, of which 20 


were granted. This is about twice the 
number of applications 
either 1953 or 1952. 


received in 


Because of favorable economic condi- 
tions and improved bank supervision 
FDIC has been called upon for only 
minor insurance disbursements in re- 
cent years, only two banks requiring 
disbursements in 1954, the report states. 
For the 21 years of the Corporation’s 
existence full recovery has been avail- 
able to more than 99% of the depositors 
in insured banks placed in receivership, 
and more than 98% of deposits in such 
cases were recovered. From the begin- 
ning of operations to the end of 1954 
the Corporation disbursed $330.7 mil- 
lion, of which $2.4 million consisted of 
non-recoverable disbursements for the 
protection of depositors and to facilitate 
termination of liquidation. The other 
$328.3 million was potentially recover- 
able and $301.6 million had actually 


been recovered by the 1954 year-end. 
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Death of a Beneficiary 






"DIFFERENT TAXABLE YEARS” RULE 





The author, a member of the New York 
Bar, has been a lecturer for the Practising 
Law Institute and the N. Y. U. Institute on 
Federal Taxation. Prior to moving to Nor- 
folk, Virginia, recently, he was a partner in 
the firm of J. K. Lasser & Company in New 
York City. 





. we PROBLEM OF “DIFFERENT TAX- 
able years” resulting from the 
death of a beneficiary has apparently 
been productive of so little controversy 
that there is no authoritative guidance 
with respect to a fairly common type 
of trust or estate situation. Assume a 
trust which required the distribution of 
the entire net income to F for life and 
upon F’s death, to his son S$ for life, 
with remainder over upon S’s death to 
the latter’s issue. The general question 
considered herein relates to the Federal 
income tax treatment of any amount or 
amounts distributed by the trustee to 
F during his final taxable year. More 
specifically, let us suppose that the trust 
(reporting its income on a calendar 
year basis as does F) distributed $5,000 
to F on July Ist and that F died on 
July 5th, leaving S him surviving. Is 
the $5,000 to be reported in F’s final 
return, or in the return of F’s estate, or 
is the item to go untaxed? 


Our hypothetical trust is a “simple 
trust” inasmuch as it provides for cur- 
rent distribution of all its income. Ac- 
cordingly, under Section 652(a) the 
general rule is that there shall be in- 
cluded in the beneficiary’s gross income 
the amount of income required to be 
distributed currently. The entire $5,000 
distributed to F constituted income 
which was required to be distributed 
to him. F, having died on July 5th, his 
taxable year consisted of the period 
which began on January Ist and ended 
on the date of his death,’ even though 

Section 443(a) (2); Section 441(b) (3); and Sec- 
tion 7701(a) (23). Under the pertinent statutory 
provisions, there can be no question concerning the 
conclusion that F’s final taxable year ended on 


July 5th, even though his final income tax return 
is not due until the succeeding April 15th. 

*See Section 6071. It is assumed that the Regula- 
tions to be issued will provide for the filing of a 
final return of a decedent on or before the succeed- 
ing April 15th. See Reg. 118, Sec. 39.53-1(a) (4), 
under the 1939 Internal Revenue Code. 
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his final income tax return is not due 
until the succeeding April 15th.? The 
trust’s taxable year commenced simul- 
taneously with that of the beneficiary, 
but terminated on December 31st. Con- 
sequently, we are confronted with the 
application of the “different taxable 
years’ rule. This is contained in Sec- 
tion 652(c) which provides that — 
“If the taxable year of a benefici- 
ary is different from that of the trust, 
the amount which the beneficiary is 
required to include in gross income 
in accordance with the provisions of 
this section shall be based upon the 
amount of income of the trust for 
any taxable year or years of the trust 
ending within or with his taxable 
year.’’3 


Analysis of Section 


Now, since F’s taxable year ended 
July 5th, the quantum of income to 
be included in his final return cannot 
be based upon the trust’s income for 
any discernible taxable year. The trust’s 
taxable year commenced on January 
lst and ran, without interruption, until 
the end of the calendar year. There is 
no apparent statutery basis for contend- 
ing either (a) that F’s taxable year 
remained open until December 31st, or 
(b) that the death of the beneficiary 


terminated the trust’s taxable year.* 


If, after F’s death and until the end 
of the calendar year, the trust were to 
incur expenses in excess of the income 
realized by it during its entire taxable 
year, there would obviously be no trust 





3Section 652(c) represents no departure from the 
old rule set forth in Section 164 of the 1939 Code. 
It should be noted that while Section 164 applied 
only to “income to be distributed currently,” Sec- 
tion 662(c) of the 1954 Code has extended the ap- 
plication of the “different taxable years’’ rule to 
all distributions. Accordingly, our observations with 
respect to the problem as it relates to the illustra- 
tive “simple trust’ are of equal applicability to 
cases involving the death of a beneficiary of a 
“complex trust’? and of an estate, where such 
beneficiary dies on any date other than the closing 
day of the fiduciary’s taxable year. Thus, where 
an income beneficiary of any continuing trust or 
estate receives a distribution of income in the year 
of his death, the chances are 365 to 1 that the in- 
stant problem will arise. 


‘This latter contention has found acceptance in 
the case of the death of a partner, which situation 
is clearly distinguishable. See Guaranty Trust Co. 
v. Comm., 303 U.S. 493 (19388) and Comm. v. 
Waldman’s Estate, 196 F. 2d 83 (2d Cir. 1952). 





income (and surely no “distributable 
net income”) for its taxable year which 
was distributed to F. The trust’s “dis- 
tributable net income” is the statutory 
limit on the distributions which are tax- 
able to the beneficiary,® and the statute 
evidently contemplates the determina- 
tion of “distributable net income” on 
the basis of the trust’s entire taxable 
year.® 


Based upon the foregoing analysis of 
the statute, it necessarily follows that 
no part of the $5,000 distributed to F 
is includible in his final return. It does 
not, however, similarly follow that the 
$5,000 distributed to F will go untaxed. 
We can safely assume that the legisla- 
tive intention was not in this direction. 


Treat Like Partnership 


It is the writer’s view that the proper 
approach to the instant problem is sug- 
gested in connection with the treatment, 
under Section 706(c) (2) (A) (ii) of the 
1954 Code, of a decedent partner's 
share of partnership income for the 
partnership taxable year during which 
his death occurs. Where a partner dies, 
the partnership taxable year will gen- 
erally not close with respect to him 
prior to the end of the normal partner- 
ship year. The purpose of this rule is 
to avoid the consequences flowing from 
those decisions’ holding that the death 
of a partner effects a dissolution of the 
partnership eo instante and concomit- 
antly, the termination of the partnership 
taxable year. 


The Senate Finance Committee Re- 
port states that, despite the death of a 
partner, the partnership taxable year 
will continue until its normal conclusion 
with respect to both the surviving part- 


5Section 652(a). See also, Section 662(a); 5. 
Rep. No. 1622, 83d Cong., 2d Sess. 82; H. Rep. No. 
1337, 88d Cong., 2d Sess. 60. 


®Section 643(a). In a partnership situation, Gir- 
ard Trust Co. v. United States, 182 F. 2d 920 
(3d Cir. 1950), the Court stated (at p. 924) that 
the legislative scheme was to provide that the 
“translation of partnership earnings into individ- 
ual income is deferred until the end of the part- 
nership fiscal year.” 


7Guaranty Trust Co. v. Comm. and Comm. Vv 
Waldman’s Estate, supra, fn. 4. 
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ners and the decedent partner, and that 
the income of the decedent partner for 
that partnership taxable year will be 
includible in the return of his estate or 
of his successor in interest. Presum- 
ably, this rule will apply even where 
the partner had received drawings prior 
to death which are applicable against 
his distributive share of partnership in- 
come as determined at the close of the 
partnership taxable year.® 


Since the trust’s taxable year remains 
open just as does the partnership tax- 
able year, the rationale and the result 
in the partnership situation should be 
equally applicable to our trust problem. 
Thus, it would appear that F’s estate 
should include in its gross income the 
$5,000 distributed to F; and this amount 
should be includible in the estate’s re- 
turn for its taxable year with or within 
which the taxable year of the trust 
ended. For example, if F’s executors 
elected to report on a fiscal year end- 
ing November 30th, no part of the 
$5,000 would be includible in the es- 
tate’s return for its initial short taxable 
year commencing on July 5th and end- 
ing on November 30th, but rather 
would be includible in its return for 
the succeeding taxable year. And, of 
course, if the estate were placed upon a 
calendar year basis, or a fiscal year 
basis ending after December 31st, the 
$5,000 would be includible in the es- 
tate’s first income tax return. 


There does not: appear to be any 
theoretical objection to the foregoing 
treatment. In this connection, the ob- 
servation is made that a decedent’s ex- 
ecutor or administrator serves as the 
post-mortem extension of the decedent’s 
personality for the purpose of settling 
the decedent’s affairs. The fiduciary’s 
primary duty is the payment of debts 
and expenses and, thereafter, the dis- 
tribution of the net assets to the lega- 
tees, devisees or distributees.!° Accord- 
ingly, there should be no ground for 
any complaint by the persons benefici- 
ally interested in the estate if the dece- 
dent beneficiary had, prior to his death, 
squandered the $5,000 and did not 
leave sufficient assets to enable the es- 
tate both to pay its vicarious income 
tax liability and to satisfy the expec- 
tancies of the beneficiaries. 


The reverse situation is to be found 
where expenses are incurred by the 


5S. Rep. No. 1622, 88d Cong., 2d Sess. 91. See 
also H. Rep. No. 1337, 83d Cong., 2d Sess. A226. 


*See Comm. v. Mnookin’s Estate, 184 F. 2d 89 
(8th Cir. 1950). 


l0See Am. Jur., Executors and Administrators, 
Sections 8 and 9. 
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trustee which are properly chargeable 
against income and which exceed the 
distributions previously made to the 
decedent. This is not a remote possi- 
bility, particularly in the case of a trust 
empowered to operate an active busi- 
ness. The substantive problems arising 
by reason of the excessive distributions 
to the decedent beneficiary are beyond 


to F during his last taxable year is in- 
cludible in the income tax return of 
F’s estate, then is the estate entitled, 
under Section 691(c), to an income tax 
deduction for the estate tax attributable 
to the inclusion of the $5,000 item in 
F’s gross estate? It is questionable 
whether the deduction is allowable in 
this case, because the $5,000 item was 


the scope of this discussion.” actually received by the decedent-bene- 


ficiary during his lifetime and not by 
his estate.’* If the $5,000 had actually 
been received by F’s estate as income 
allocable to F rather than to the suc- 


Other Considerations 
If the income distributed by the trust 


See Bogert, The Law of Trusts and Trustees, 
Vol. 4, Part I, at p. 210, et seg.; Restatement of 


Law of Trusts, Section 254, 12See Section 691(a) (1). 
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A billion-dollar trust company—a great commercial bank 
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cessor income beneficiary, the deduction 
should be allowed under Section 691 (c). 


Reporting the $5,000 in the income 
tax return of F’s estate rather than in 
his final return may be advantageous 
or disadvantageous, depending upon all 
of the relevant circumstances. Thus, if 
F received a substantial amount of in- 
come from other sources in his final 
taxable year, such as a great amount 
of compensation for personal services, 
the shift of the trust income to his es- 
tate can be advantageous. Even if the 
estate should have a_ considerable 
amount of unearned income, F’s execu- 
tor or administrator has a measure of 
control over the bracket for the initial 
taxable year by selecting a fiscal year. 
Similarly, the estate’s fiduciary can 
effect a lower rate of tax by distributing 
its income to beneficiaries of the es- 
tate who are in a lower income tax 
bracket. 


On the other hand, an unfavorable 
result is possible because the estate, un- 
like a married decedent, is not entitled 
to the split-income privilege. Similarly, 
an increased income tax will result if 
the decedent-beneficiary, unlike his es- 
tate, had unabsorbed deductions in an 
amount sufficient ‘to offset the trust in- 
come received by him prior to death. 


In view of the fact that the “different 
taxable years” rule has long been em- 
bodied in Section 164 of the 1939 Code 
and in corresponding sections of prior 
revenue acts and further, in view of 
the fact that the situation must have 
arisen time and again,'* it appears some- 
what remarkable that the question has 
not yet been presented for an authori- 
tative answer. 


18See last sentence of fn. 5, supra. 


Bankers Render Practical Aid 
in Flood Areas 
Brooks Bank & Trust Co. in flood 


stricken Torrington, Conn., reopened 
for business a week after the flood in 
temporary quarters because its own 
building was so badly damaged. When 
a needed bookkeeping machine could 
not be found in the New England area, 
an appeal was sent to The Hanover 
Bank in New York, which obtained the 
machine with the cooperation of the 
National Cash Register Co., and dis- 
patched it via bank car together with 
2,000 SBA disaster loan applications, 
then in short supply. 


At a joint meeting of the Connecti- 
cut Bankers Association Executive Com- 
mittee and representatives of the Sav- 
ings Bank Association of Connecticut, 
a state-wide Disaster Committee was 
formed comprised of the officers of both 
groups. In the absence of CBA presi- 
dent Frank G. Whitney, who is president 
of Torrington National Bank, Harold 
E. Rider, first vice president of the 
Association and president of Stamford 
Trust Co. presided. The newly formed 
committee undertook to assemble fact- 
ual data as to the various agencies, in- 
cluding banks, which could aid flood 
victims, and to get that story to the 
newspapers and radio stations within 
24 hours. The committee also is as- 
sembling a pool of experienced credit, 
loan, and mortgage men from the com- 
mercial and savings banks to assist 
the Red Cross, the Small Business Ad- 
ministration, and other agencies, as 
well as other banks in Connecticut, 
wherever such manpower is needed. 


The Pennsylvania Bankers Associa- 
tion is providing needed information to 





Craig R. Smith, Assistant Vice President of The Hanover Bank, New York, speaking at 
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the 50th Anniversary ceremonies of the American Farm School in Salonica, Greece. Mr. 
Smith is president of the Board of Trustees. 


Seated in front (left) 


are King Paul, Queen Frederika, Crown Prince Constantine. 


Standing Mr. Smith and interpreter. 
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banks and the public from its head- 
quarters in Harrisburg, according to 
president C. A. Sienkiewicz, who is also 
president of Central-Penn National 
Bank of Philadelphia. The Pennsylvania 
bankers have also assigned six credit 
specialists from larger banks to assist 
the SBA in operating emergency offices 
at Easton, Scranton, Stroudsburg and 
Wilkes-Barre. These men, who are work- 
ing at bank expense, aid in processing 
disaster loan applications and will be 
supported by additional men from local 
banks, if the need develops. 


In the hurricane disasters of 1954 
which struck New England and North 
and South Carolina, as well as in the 
Oklahoma tornado areas, bankers served 
so effectively that the Small Business 
Administration requested the American 
Bankers Association to name _ bankers 
who would cooperate in relief activities 
in any section of the country in the 
event of disaster. Consequently leading 
bankers in Connecticut, New Jersey, 
Massachusetts, New York, North Caro- 
lina, Pennsylvania and Rhode Island 
have been actively aiding relief and re- 
building in sixteen current disaster 
areas. Local banks and their large city 
correspondents have already been ac- 
tive in taking care of emergency financ- 
ing for their customers. 


A A A 


Bank Women Announce Trust 


Panel 


Five forums will be presented before 
the general assembly of the National 
Association of Bank Women at its con- 
vention to be held at the Westward-Ho 
Hotel, Phoenix, Arizona, beginning 
October 13-16. Moderator of the “Trusts 
—-Business Development” forum will be 
Miss Regina Timmer, trust officer of 
the Marine National Exchange Bank, 
Milwaukee, Miss E. Louise Davidson. 
trust officer, Farmers Bank of the State 
of Delaware, Dover, will speak on “Em- 
ployees can be Salesmen.” Miss Jane 
Ashby, assistant trust officer, The United 
States National Bank of Denver, will 
speak on “Programs for Women.” Miss 
Emma C. Reitmeier, vice president and 
trust officer, First National Bank in 
Spokane, will speak on “Effective Ad- 
vertising.” Miss Louise J. McGovern, 
assistant trust officer, Wells Fargo Bank. 
San Francisco, will speak on “Coopera- 
tion with Estate Planners.” 


A 4&2 6 


@ William A. Burkett has been named 
California Superintendent of Banks, suc- 
ceeding Maurice C. Sparling. 
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UTILIZING ESTATE PLANNING TEAM 
in Law School Shaching 


OR SEVERAL YEARS I HAVE BEEN IN- 
great by the problems confront- 
ing a law school professor when he un- 
_dertakes to teach a course in estate 
planning. Since the course is relatively 
new in our law schools, neither the 
subject matter nor method of teaching 
has become at all standardized and the 
professor must experiment. 


When I agreed to teach the course 
in estate planning at the University of 
Kansas Law School this summer it was 
with the understanding that I might 
work with corporate fiduciaries, insur- 
ance underwriters, practicing attorneys. 
and any other group willing to cooper- 
ate with the law school in offering the 
course. The dean wrote to approximately 
a dozen trust companies several months 
before the summer term began, inform- 
ing them that a course in estate plan- 
ning would be offered and asking for 
their cooperation. 


In previous years I had had enthusi- 
astic cooperation from the Atlanta trust 
companies in assisting me with the 
course at the University of Georgia. I 
had also, while teaching trusts in In- 
diana University, found a high degree 
of interest among trust officers in In- 
dianapolis in working with a law school 


JAMES J. LENOIR 


Athens, Georgia 


class. It was therefore with some confi- 
dence that I began work on my Kansas 
teaching assignment. 


Preparation of Course 


The course was scheduled for ad- 
vanced law students and was to meet 
nine hours a week for five weeks. Only 
those students who had taken the 
courses in trusts, wills, future interests, 
taxation (income, estate, gift) and in- 
surance were to be encouraged to regis- 
ter for the course. I had selected Casner’s 
book on Estate Planning as a required 
text and it was my plan to devote the 
first two weeks of the course to an in- 
tensive study of selected chapters from 
Casner’s book. The last three weeks 
were to be devoted to planning an 
estate. 


To conduct the course according to 
the plan it was necessary to find a trust 
company in the area willing to prepare 
a practical problem for the class and 
would then, toward the end of the 
course, present a program in which the 
trust officers and their legal counsel 
would discuss their suggested solution 
to the problem. Since the trust depart- 
ments in Topeka and Kansas City, Kan- 
sas, were not sufficiently staffed to carry 





University of Kansas Law School’s Estate Planning class and at right Charles G. Young, Jr., 


vice president and trust officer of City National Bank and Trust Co., Kansas City, Mo., 
Professor James J. Lenoir, and Dean Fred Moreau. 
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out the plan, I approached the large 
trust companies of Kansas City, Mis- 
souri. All expressed an interest in my 
program but because the time for prep- 
aration was short and the departments 
understaffed due to vacations, only the 
City National Bank & Trust Company 
could fully cooperate. One of the trust 
officers postponed his vacation to make 
the bank’s cooperation possible. 


The problem was prepared by L. H. 
Miller, one of the trust officers, and in- 
volved an estate of approximately $465,- 
000. The hypothetical client was 55 
years old, with a wife (his second one) 
who was 50. She had no children. The 
client had a son (aged 20) and a 
daughter (aged 25) by his first wife. 
The daughter was married, and had two 
young children. In addition to the ordi- 
nary problems in an estate of approxi- 
mately half a million dollars the client 
had a one-third interest in a profitable 
partnership. He also owned, as sole 
proprietor, a profitable dress manufac- 
turing shop which he hoped, in time, 
to see his son take over. The client also 
had insurance policies with a face value 
of $100,000. The students were given 
instructions to plan the estate to serve 
the best interests of the client and in 
conformity with his wishes insofar as 
this was possible or practicable. 


The last three weeks of the course 
were directly related to the bank’s prob- 
lem. The class members were first told 
to devote all of their study time to the 
preparation of a memorandum of not 
more than five typewritten pages in 
which they would recommend what 
might be done with the problem estate. 
This memorandum was then turned in 
to the instructor who called each stu- 
dent in for a discussion of his plan. 
The students were then required to pre- 
pare the necessary legal documents to 
effectuate the recommended plan. 


Outside Speakers 


While the students were working on 
the hypothetical problem, outside speak- 
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ers were brought in to talk on various 
topics pertinent in planning any sub- 
stantial estate. I sought men experi- 
enced in estate planning practice who 
were willing to spend sufficient time in 
organizing their talks to give maximum 
value to the students. I felt also that 
these lecturers should be for the most 
part local men, familiar with estate 
planning problems from the point of 
vieiw of Kansas law and practice. 


The class received great benefit from 
the lecturers each of whom prepared 
either an hour or two-hour talk, as 
follows: 


1. Dean Kirk, district agent, Mass- 
achusetts Mutual Life Insurance Co., 
Topeka: Insurance options, family 
insurance agreements, and business 
insurance agreements. 


2. John E. Kirk, vice president 
and trust officer, National Bank of 
Topeka: Business insurance trusts and 
living revocable trusts. 


3. Thomas C. Hurst, trust officer, 
Commercial National Bank, Kansas 
City, Kan.: The marital deduction in 
estate planning. 


4. Ralph L. Krueger, vice presi- 
dent and trust officer, Johnson Coun- 
ty National Bank & Trust Co., Prairie 
Village, Kan.—Living trusts, powers 
of appointment. 

5. Lloyd M. Faust, assistant trust 
officer, Commerce Trust Co., Kansas 
City, Mo., an honor graduate of the 
University of Kansas Law School: 
Problems in drafting of trust instru- 
ments. 

6. Ray T. Wright, general agent, 
Provident Mutual Life Insurance Co., 
Lawrence, Kan.: Insurance aspects of 
the hypothetical problem. 

7. Richard Barber, attorney, Law- 
rence, Kan.: Pitfalls to be avoided in 
drafting trust instruments and wills. 


Trust Department Program 


The students completed their work on 
the problem case the last week of the 
summer term. On Tuesday of that week 
the bank put on an all-day program 





PARTICIPANTS IN PROGRAM AT TRUST DEPARTMENT 


(Seated) Charles G. Young, Jr., Dean Fred J. Moreau, Russell W. Baker, H. L. Miller; 
(standing) Fred Six (student editor in chief Kansas Law Review), Clifton R. Coleman, 
E. W. Deputy, Edward V. Geary. 


arranged by Edward Geary, trust off- 
cer. The students visited the bank where 
talks on selected topics were presented, 
followed by a discussion of the hypo- 
thetical case and the solution suggested 
by the trust officers. Copies of the 
bank’s program were sent to the stu- 
dents several days in advance of the 
visit. The Dean of the Law School, the 
instructor, and twenty-six students made 
the trip. The program, opened by Mr. 
Geary was as follows: 


Charles G. Young, Jr., vice president 
and trust officer, discussed Kansas and 
Missouri Probate Problems — Recipro- 
city, and following a talk on Insurance 
in Estate Planning by Clifton R. Cole- 
man of Mutual Benefit Life Ins. Co.., 
Mr. Young described the Common 
Trust Fund. Russell W. Baker of Wat- 
son, Ess, Marshall & Engger then spoke 
on Drafting of Wills. After luncheon in 
the Bank dining room, E. W. Deputy, 
trust officer, reviewed “My 35 Years of 
Trust Administration”; H. L. Miller, 
trust officer, then analyzed the estate 
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planning problem case submitted to the 
class. The day ended with a tour of 
the trust department conducted by 
James R. Bocell, trust operations officer, 
and Theodore S. Chapman, corporate 
trust officer. 


A high note of the morning was the 
discussion of will drafting by Mr. Baker. 
His ability to apply and integrate his 
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knowledge of wills, trusts, and other 
subject matter gave the students some 
idea of how a skilled attorney is com- 
pelled in practice to integrate much of 
the subject matter usually placed by 
law schools in isolated courses. 


At the luncheon Crosby Kemper, 
president of the Bank, told the students 
of the bank’s interest in education and 
its willingness to assist the University 
in conducting such courses as_ that 
offered in estate planning. 


Most of the afternoon session was 
devoted to a discussion of the hypothet- 
ical problem. The students, having spent 
many hours working out their own solu- 
tion, actively participated in the discus- 
sion. They appreciated the opportunity 
of testing their work against that of 
those experienced in estate planning 
work. Needless to say, this was the part 
of the Bank program in which the stu- 
dents were most keenly interested. 


* Solving the Problem 


The day following the meeting at the 
Bank the students turned in their mem- 
orandum and legal documents. I graded 
their work, and then it occurred to me 
that to ask each student to evaluate 
critically the memorandum and _ legal 
documents turned in by another student 
would be the best possible final examin- 
ation for such a course. So I asked the 
students not only to evaluate the work- 
ability of the plan they were examining, 
but also to discuss its legal soundness 
and that of the accompanying docu- 
ments. Several told me that this type 
of examination helped them to establish 
more firmly in their own minds the 
knowledge and skills which the course 
had required them to use. Their final 
grade was based upon the workability 
and legal soundness of the plan they 
themselves had prepared, their ability 
to discuss their plan in office confer- 
ences with the instructor, and _ their 
ability to evaluate another student’s 
work. 


From my experience in teaching 
courses in estate planning | conclude 
that trust companies and other members 
of the estate planning team are eager 
to cooperate with the law schools in 
training students in this specialized type 
of work. True, there is competition in 
the business world which the law school 
must recognize by taking an attitude 
of strict impartiality. But, so long as 
law schools find it difficult to integrate 
the courses which provide the funda- 
mental knowledge and skills essential 
for the estate planner, there is all the 
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Senior Class — 1955 Session — at ‘School of ‘Recedal Public ditions, ‘asiieatem 


University, July 25-August 6. 





more need to bring to the classroom ex- 
perienced and able practitioners and to 
proceed by means of the problem 
method. Only in this way will the stu- 
dent be forced to look at the estate 
problem in all its aspects and to learn 
both by doing and by comparing his 
work with that of experienced men. 


A A A 


Chicago Banker Advises 
School Advisors 


Total bank deposits in the United 
States have grown from $8.5 billion in 
1900 to $207 billion today, and may 
reach $500 billion by 1985, offering a 
large field to prospective bankers, Har- 
old W. Lewis, vice president of the First 
National Bank, Chicago, told a recent 
meeting of 250 high school and college 
teachers from the Midwest. The teachers 
are business counselors for their students 
and Mr. Lewis was representing the 
Illinois Bankers Association. 


Among the advantages cited for stu- 
dents who might enter the field of bank- 
ing were stability of employment, plenti- 
ful opportunity for advancement, salar- 
ies comparing favorably with industry, 
a certain amount of prestige, and any 
number of fringe benefits. “Banks take 
very good care of their employees.” 





Marchant D. Wornom, assistant vice president, First & Merchants National Bank, Rich- 


20th Anniversary Reunion of 
GSB on February 3 


Announcements and invitations have 
been mailed to 6,000 graduates, current 
students, and faculty members of The 
Graduate School of Banking, sponsored 
by the American Bankers Association at 
Rutgers University, for a 20th Anni- 
versary Reunion to be held at The 
Sheraton-Astor Hotel in New York on 
February 3, 1956, according to Robert 
W. Sparks, general chairman of the 
Twentieth Anniversary Committee, who 
is also first vice president of The Bowery 
Savings Bank, New York. It is expected 
that 2,000 alumni and students will at- 
tend the Reunion program of afternoon 
seminars and an evening banquet. 

a & & 
FPRA School Admits Fifty-four 

Fifty-four public relations executives, 
representing banks, savings and loan as- 
sociations, bankers associations, and ad- 
vertising service firms in 30 states, Mex- 
ico and Switzerland completely filled the 
1955 Freshman Class of the eighth ses- 
sion of the School of Financial Public 
Relations, held July 25-August 6, at 
Chicago Campus, Northwestern Uni- 
versity. Upon completion of two resident 
sessions, a heavy schedule of extension 
work and a written project, they will 
graduate in the Class of 1956. 





wt 


mond, Va., standing, is shown opening one of the popular evening seminar sessions at the 

Virginia Bankers School last month. Panel members on dais are, left to right: E. F. Longi- 

notti, vice president, Union Planters National Bank, Memphis; Preston Holmes, assistant 

cashier, State Planters Bank & Trust Co., Richmond, and Dr. Murray G. Lee, secretary of 
the Economic Policy Commission of the American Bankers Assn. 
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Ou vs. NucLEAR ENERGY 


Electric power from nuclear sources, 
such as the installation under construc- 
tion by Duquesne Light Co. at Pitts- 
burgh, appears to be the forerunner of 
a new power age. Generation of elec- 
tric power will probably prove to be 
the primary utilization of nuclear fuel, 
although other uses can be expected to 
be developed. Nuclear reactors are un- 
der construction all over the world. At 
present there are twenty-nine operating 
in the United States, five in Great 
Britain, two in France, two in Canada 
and one each in Norway, the Soviet 
Union and Sweden. Experimentation is 
in progress for utilizing nuclear energy 
in airplanes, boats and railroads but its 
practicability for these modes of trans- 
portation, except for military purposes, 
is open to question and there is as yet 
not enough data to form an opinion. 
For the future, however, estimates in- 
dicate that perhaps one out of four new 
electric plants may use nuclear power. 
This is one area, at least, in which there 
will apparently be a definite change in 
the energy source. 


What will happen to the oil industry 
during this period of transition has been 
the subject of considerable speculation. 
Large scale increases in the consumption 
of oil seem assured due to tremendous 
anticipated growth in the world’s total 
energy requirements. The consensus has 
been that petroleum has little to fear 
from this new source and that for some 
time to come oil and the atom will be 
able to exist together peaceably. 


Undoubtedly there will be some im- 
pact on the industry and the primary 
effect will be felt by residual fuel oil. 
As the least profitable product, residual 
output has become increasingly less im- 
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portant in domestic operations. Current- 
ly less than 20% of total domestic re- 
finery runs produce residual and re- 
search is constantly attempting to con- 
vert heavy fuel yield into more profit- 
able products. Since electric generating 
stations, important outlets for residual 
oil, will be the first to use nuclear en- 
ergy, it is interesting to note that the 
total amount of residual fuel used for 
power generation in the United States 
in 1953 represented less than 3.5% of 
the total volume of crude oil runs. 


Other users of residual fuel such as 
railroads, tankers, factories, mines and 
space-heating units will require many 
years before techniques are developed 
to convert operations economically to 
this new type of energy. 


Oil and nuclear energy should be able 
to live compatibly for years to come. 
By 1975, one source has estimated that 
energy consumption in the United States 
will grow by almost 65%.. In two 
decades, even after allowing for a sub- 
stantial growth in the use of nuclear 
power, this same source predicted that 
its contribution to our energy require- 
ments would amount to only about 1.5% 
of total power consumption. 


All energy available from coal, oil, 
gas and hydro-electric power will un- 
doubtedly share in future expansion. 
Solar energy, heat pumps or under- 
takings such as the Passamaquoddy 
Tidal Project appear poor prospects for 
energy in the near future. Oil, however, 
can continue to supply much of the in- 
creased energy that will be needed and 
new applications are constantly being 
discovered. 


By 1975 most prognosticators fore- 
cast domestic oil consumption at close 
to 15 million barrels a day compared 
with a little over 8 million barrels today. 
Foreign consumption is expected to be 
equally impressive as industrialization 
becomes more prevalent and per capita 
consumption and population growth 
abroad may very well outstrip the 
United States. In Latin America and 
Western Europe, daily consumption of 
71% to 8 million barrels has been pre- 
dicted in 1975, against today’s 314 mil- 


lion barrels. 


The next twenty years will probably 
find increasing use of nuclear energy in 
the oil industry, not as a competitor, 
but in utilization of isotopes as tracers, 


.. 3 Pands index . 
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radioactive logging of wells and possible 
new methods of cracking petroleum. 
Rather than supplanting oil, nuclear 
sources should supplement it to provide 
the necessary energy requirements for 
our increasingly complex civilization. 


M. M. FENICHELL 
HARRIS, UPHAM & CO. 


INFLATION RESISTANT SECURITIES 


The major problem facing the in- 
vestor today is the careful selection of 
intrinsically undervalued securities that 
will offer a good measure of protection 
against the continuing ravages of a 
persistent long-term inflationary trend. 
There is little concrete evidence to sup- 
port the apparent widespread belief that 
this trend can be arrested, except tem- 
porarily, despite herculean efforts of 
this or any other administration. 


On a seasonally adjusted basis, it is 
true that the money supply (total de- 
posits, excluding government, and cur- 
rency) has changed very little since the 
end of April but as compared with a 
year ago the increase has amounted to 
about $8 billion. This compares with an 
increase of about $33 billion since 1950 
and nearly $50 billion since 1946. 


The rise in the Bureau of Labor In- 
dex of cost of living during July was 
the sharpest in more than a year, mostly 
due to an upsurge in food prices. This 
rise will add to the pay checks of hun- 
dreds of thousands of industrial em- 
ployees covered by labor contracts with 
cost of living escalator clauses. Among 
the beneficiaries will be General Motors 
and Ford employees. Increasing labor 
costs can only be reflected in higher 
consumer prices. Labor costs last year 
consumed the largest share of the total 
sales dollar in any year since the war. 


Recognizing the threat of still further 
inflation, monetary and banking author- 
ities have vigorously applied restrictive 
measures which have brought increased 
interest rates and bond yields. Based 
upon experience of 1953, it is rather 
obvious with the national election year 
just ahead, that if the new restraints 
were to threaten a business decline of 
serious proportions, the authorities 
would be rather prompt to adjust poli- 
cies accordingly. Hence, it is rather un- 
likely that the present recession in stock 
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market prices will become serious either 
in extent or duration. Deflation is so 
unpopular with so many powerful UR NE = 
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NUCLEAR ENERGY REPORT 


Developments of Investment 


and Commercial Interest 


EDWARD R. TRAPNELL 
Associated with Bozell & Jacobs, Inc. 


INTRODUCING ..... 


A new monthly Column reporting developments of prime interest to investors and corporations 
affected by the far-ranging influences of Atomic or Nuclear Energy. The first service of this kind to be 
presented in the financial press, this Column will be under the editorship of an outstanding authority on the 
subject: Edward R. Trapnell, associated with Bozell & Jacobs, Inc., the pioneering public relations and 
advertising firm in this great new field. 


Mr. Trapnell, graduate in electrical engineering from Virginia Military Institute, served with the 
United States atomic energy program from 1946 to 1955, first as public relations adviser to Lt. General 
Leslie R. Groves, commanding general of the Manhattan Project, subsequently as Associate Director of 
the Division of Information Services, Atomic Energy Commission, covering both public and technical infor- 
mation activities. Later, as Special Assistant to the General Manager, Mr. Trapnell was in charge of Con- 
gressional Relations. In 1946, he co-authored with Corbin Allardice “The First Pile,” the official War 
Department story of Fermi’s experiment for the first controlled release of nuclear energy. 


5 by ATOMIC AGE WAS USHERED IN BY 
a mushroom cloud of purple adjec- 
tives, David E. Lilienthal, first chairman 
of the United States Atomic Energy 
Commission, once observed, and if the 
simile were to be brought up to date, 
he might point out that the dust cloud 
raised by the rush of American industry 
into atomics is full of red figures which 
won't change to blue overnight. 


Alfred Iddles, president of Babcock 
& Wilcox, one of the earliest and most 
consistent, now one of the biggest in- 
vestors of .men, machines and dollars in 
the future of nuclear power, recently 
told his stockholders they may have to 
wait ten years before the real payoff of 
a program which the company started 


shortly after World War II. 


He wasn’t being pessimistic. He’s a 
realist. He shouldn’t be held to the ten- 
year figure because he is entitled to 
some sober-management license in or- 
der to emphasize the point that “bring- 
ing in” a new source of energy has the 
risk and rough work elements of the 
oil business but not the quick reward. 


* * * * 


The atom business has many facets. 
Most attention now goes to nuclear 
power. First generation of power from 


a reactor built for the purpose was in 
1951 at the AEC testing station in Idaho. 
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THE ADOLESCENT ATOM 


First commercial use of nuclear power 
was July 18, 1955, when steam from 
the submarine prototype powerplant at 
West Milton, N. Y. was turned into a 
10,000 kw. turbine feeding the lines of 
Niagara Mohawk Power Co. The first 
full-scale nuclear central station plant to 
go on the line will be the AEC-Du- 
quesne-Westinghouse project at Ship- 
pingport, Pa. 

The most important “first,” however, 
was the wartime experiment under the 
stands at Stagg Field in Chicago, De- 
cember 2, 1942, when man first released 
the energy of the atom’s nucleus and 
controlled it. This accomplishment, ac- 
cording to Lieut. Gen. L. R. Groves, 
chief of the wartime project, was the 
scientific event of “outstanding signi- 
ficance” in the whole bomb develop- 
ment effort. Current industrial activity 
to exploit the controlled release of nu- 
clear energy certainly confirms Gen. 
Groves’ estimate. 


Worldwide interest in atomic energy 
centers around and rests upon the nu- 
clear reactor, the machine to harness 
the energy released by the chain reac- 
tion. It is only in recent years that the 
more precise term, “nuclear,” has be- 
gun to replace “atomic” in general use. 


e term, “nuclear.” also covers 
The t “nuclear,” al the 
thermo-nuclear reaction, employed in 


the so-called H-bomb and presented to 
the world last month at Geneva as still 
another means of utilizing energy from 
the nuclei of materials other than those 
traditionally known to us as fuels. The 
first speculative scientific evaluation of 
the prospects of controlling the thermo- 
nuclear reaction is no basis for eco- 
nomic evaluation. It is a basis for pub- 
lic discussion, both informed and unin- 
formed. If the discussion resembles 


Mr. Lilienthal’s cloud, it may be con 
fusion-hued and have a swirling stem 
trailing off into embryonic research and 
official secrecy. 





Photo by General Electric Co. 





3850 tons of steel to house protoype of 
atomic power plant for U. S. Navy submar- 
ines, located at West Milton, N. Y. 
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The nuclear reactor in today’s tech- 
nology occupies the same relationship 
to a nuclear powerplant that the fire- 
box-boiler complex does to a conven- 
tional steam plant burning coal, oil, or 
natural gas. For firms that have long 
been in the firebox-and-boiler manufac- 
turing business, like Babcock & Wilcox, 
the effort of the company in the de- 
velopment of nuclear energy reflects 
simply a determination to stay in busi- 
ness on up-to-date terms. 


% % * * 


New corporate giants muscled en- 
tirely by nuclear energy may not be 
about to grow on the industrial scene, 
but there are many newcomers in the 
field. There are also some latecomers 
who are beginning to appreciate the 
opportunities and the demands of this 
newest realm of industrial activity. The 
biggest aggregation of newcomers is in 
the instrument field. Radiation instru- 
ments was no industry before the war 
but today there are half-a-hundred 
makers of the sensitive detection devices 
—without which would be no 
atomic bomb, no nuclear power, no 
radioisotopes, and no _ atom-inspired 
confidence in the future of an energy- 
and-food-dependent civilization. 


there 


An example of the latecomers who 
are trying to make up for lost time is 
the Walworth Co., maker of valves and 
fittings for more than a century, which 
only recently decided to gear itself for 
the atomic age. It has recognized the 
demands, as well as the opportunities, 
of the nuclear power business with the 
establishment of a research center to 
work on the new materials and new 
fluid-control items needed to exploit the 
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scientific break- 
through of con- 
trolled nuclear fis- 
sion, or atom split- 
ting. 

If the wide-rang- 
ing activity churned 
up by the atom can 
be called an indus- 
try, it is an industry 
which grew bones 
but not much sinew 
from the richest diet 
of government 
spending in all eco- 
nomic history. The 
flabby muscles of adolescence are be- 
ginning to firm up as the nuclear in- 
dustry emerges from the period of de- 
pendence on government contracts. The 
rich diet is giving way, however, under 
profit-aimed cost controls, to careful 
measurement and ladling of research 
and development funds. 





This doesn’t mean government stim- 
ulation and support of research and de- 
velopment in nuclear fields are ended. 
It does mean government support will 
be more selective, possibly reduced, and 
applied to more remote potentials. It 
means also that the industrial organiza- 
tions with the resources to carry heavy 
developmental programs and absorb 
many months of high output and low 
income may have the first chance to 
reap profits in the future. 

* * * * 


But before one starts worrying about 
the big getting bigger, it is well to 
point out that resources other than 
dollars are needed in this new field. The 
instrument industry has grown up with 





Photo by Westinghouse Atomic Power Division 


Preliminary artist’s sketch of nation’s first central station nuclear power plant at 
Shippingport, Pa. 
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U.S. Army Photograph 


Sketch of first self sustaining nuclear chain reactor, operated at 


Chicago. 


scores of newcomers whose principal 
capital is, or was, brains and skilled 
hands. An example is Tracerlabs, which 
has demonstrated the values of that in- 
gredient without which brains are in- 
effective—imagination. Technical con- 
sulting services is another field which 
doesn’t require heavy capital investment 
and there are several of these, such as 
Nuclear Science & Engineering Corp., 
consciously, and carefully avoiding man- 
agerial headaches of their own by stick- 
ing strictly to other people’s technical 
headaches. 


In many ways, the atomic energy in- 
dustry is no new industry, but simply a 
new opportunity for existing industry. 
The talents and resources built up, for 
example, by and in support of the 
chemicals processing industry, are ap- 
plicable and adaptable to the problems 
of nuclear power. The manufacturers of 
pumps, pressure vessels, special fittings 
and control mechanisms are being called 
upon to supply equipment to a new 
order of specifications, to work with 
new materials, and to study process de- 
velopment work, but these manufac- 
turers can be the natural suppliers of 
the same equipment for the nuclear 
power industry. 


Behind the nuclear power business, 
and surrounding it in one case, are the 
uranium mining industry, the ore re- 
duction and refining, and the. metal 
fabrication and reprocessing. Govern- 
ment demands for raw materials will 
keep uranium mining going predictably 
through 1962, the end of present price 
guarantees. The fabrication of fuel ele- 
ments for nuclear power reactors is 
close to the competence and capability 
of several companies actively preparing 
for it. One area of vital importance to 
nuclear power is that of fuel reprocess- 
ing, that is, the dissolving and separa- 
tion of the wanted from the unwanted 
materials, the highly radioactive spent- 
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fuel elements. This is a difficult and 
costly operation and government facili- 
ties may be used for some time to come. 
Studies are under way, however, which 
may lead to a demand for the other- 
wise unwanted fission products, the 
“poison” to reactors, with a consequent 
change in the economics of fuel repro- 
cessing. For example, radiation food 
pasteurization, now being intensively 
studied, may change a_ troublesome 
waste product into a useful by-product. 
* * * * 


The atom also may offer to the in- 


vestment analyst a useful measuring 
stick of managerial outlook in terms of 


the use being made by many companies 
of techniques developed in nuclear fields 
and of radioactive isotopes in research 
and production activities of all kinds. 
This is a wholly separate field of the 
peaceful application of the atom and 
one which will be covered in future 
reports by this column. 


While economic nuclear power plants 
may be from 20 months to 20 years 
away, other benefits of atomic energy 
are applied daily and profitably. One 
new gadget, the thickness gauge, uses 
radioactive material in the measurement, 
without contact, of thickness or moisture 
content of moving strip or film. It is 
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widely used—as in sheet metal rolling 
—and is but one of many very prac- 
tical applications of atomic energy 
which take us well into the atomic age 
without benefit of Mr. Lilienthal’s 
purple adjectives. 


The millions of non-government 
money now going into atomic energy 
and related fields will require investors 
to be knowledgeable about many phases 
of nuclear activity and to maintain a 
perspective on the growth and direction. 
It will be the purpose of this column to 
provide useful commentary each month 
on the rapidly growing industrial 
adolescent. 


A AA 


Student Investment Program 


Pays Off 


Students of investment management 
at Toledo University, who have been 
making real investments with $10,000 
provided by Ohio Citizens Trust Co., 
had accumulated $3,555 in interest, divi- 
dends and market appreeiation at the 
end of the 1955 academic year. The trust 
fund, which brings students and Prof. 
Sidney M. Robbins into close contact 
with the bank, started five years ago 
with a gift from the bank of $2,500, 
which was subsequently increased. Oral 
examinations were televised on free time 
on a local station under supervision of 
Dr. Robbins and two of the bank’s offi- 
cers. Other free publicity has included 
news stories in the local press, metro- 
politan newspapers, and national maga- 
zines. 

A A A 


England’s Public Trustee 
Reports 


The total value of trusts under ad- 
ministration at March 31, 1955 was esti- 
mated by Wyndham Hirst, Public Trus- 
tee of England, to be £264,688,737. Of 
this amount £226,188,737 was in stocks, 
shares and mortgages: £33,000,000 was 
in real and leasehold property, timber 
and other interests in land; £3,000,000 
was in life insurance policies, annuity 
bonds, businesses and copyrights; and 
the remaining £2,500,000 was in cash. 


Fees collected during the fiscal year 
amounted to £536,024 and resulted in 4 
surplus of £1,749 — the first surplus 
since 1951. During the year 472 new 
cases were accepted with total value of 
£8,379,209, this being 14 less in num- 
ber but £371,362 more in value than 
the previous year. The percentage of new 
cases under £5,000 rose from 54% to 
57%. 

A AA 
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8s, 1995 1h RS % 3.04 3.03 : 3.06-2.96 . 4 
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125 Industrials—Dividends (f) __. 5.18 5.00 4.43 5.18-4.79 4.73-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (e) 
125 Industrials—Yields —........ ue 3.76 3.63 4.31 4.18-3.63 6.84-4.09 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (e) 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—Low Dividend Preferred Yield Averages in this series date from 
(b)—U. S. Govt. Bond Yield Averages in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (c)—125 Industrials Averages date from Jan. 1, 1929. 
(f)—Dollars per share. 
*Revised 
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... from up Wall Street, that is. 
| Mr. Floyd D. Frost, formerly of the First 
National Bank of New York, is now a Vice 
President of the First National City or- 
4 ganization. As a result of our recent { 
merger, he has moved his desk down to Man rom 
“ our Trust Company. 


4 Since graduating from Harvard in the Up 1 Street 


twenties, Mr. Frost has had a unique and 
highly successful career, first as a practic- 
ing attorney, then as a specialist in the 
trust and investment side of the banking 
business. To our Investment Department, 
Floyd Frost brings the benefit of his years 
of training and experience, as well as the 
fine, highly personalized banking tradition 
4 of the old First National. 


We feel he is a mighty good man to 
have in our corner, and in the event that 
_| we can be of service to you, you ll find 


him the same in yours. In that connection, 





me. you might like to read over “HOW TO GET 
THE MOST OUT OF YOUR INVESTMENTS.” 


This booklet, describing our Investment 
Advisory Service, is complimentary upon 


request. 


The FIRST 
NATIONAL 
CITY BANK 

of New York 


Investment Advisory Service is 


Administered by our Affiliate: 
CITY BANK FARMERS 





1(e) Trust Company 
ios 22 William Street, New York 
from 


Member Federal Deposit Insurance Corporation 
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Our Steadfast 


Policy for over 























Financial institutions are invited to 


avail themselves of our services. 


SALOMON BROS. & HUTZLER 


Dealers and Underwriters of High-Grade Securcties 
Members New York Stock Exchange 





SIXTY WALL STREET, NEW YORK 5, N. Y. 


BosTON PHILADELPHIA CLEVELAND CHICAGO 


SAN FRANCISCO DALLas West PALM BEACH 
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Prosperity Pius 


The furious first half business pace 
has been translated into overall record 
corporation profits. Dividends on New 
York Stock Exchange listed stocks dis- 
bursed during this period reached a 
new total of almost $3.3 billion, or 
9.6% above 1954. Furthermore, the re- 
cent survey of 131 manufacturing com- 
panies by the National Industrial Con- 
ference Board indicates almost unani- 
mous belief that the balance of this 
year will see business continue un- 
changed in volume, employment levels, 
capital expenditures and profits, with 
only a limited number of dissenters. 
Total wage and salary income at mid- 
year was at a new high and employ- 
ment in July reached the 65 million 
mark, according to the Federal Reserve 


Board. 


Individuals enjoy prosperity but stu- 
dents of the economy are wondering 
just how long the tremendous upsurge 
in industrial activity can continue with- 
out developing strong upward pressure 
on the price structure, which has until 
recently remained surprisingly stable. 
Some of these pressures have already 
reflected in higher living costs in recent 
months and the last half of August saw 
two hikes in copper metal, making a 
total of four this year, to 43 cents a 
pound, a record for the past 83 years. 


Washington has made no secret for 
some time of its intentions to use all 
measures at its command to keep busi- 
ness prosperous while restraining dang- 
erous extremes or any trends which may 
backfire against their hope of a contin- 
uing good business background in the 
1956 national elections. Along the en- 
tire financial front the word has gone 
out to stand fast, as witnessed by tight- 
ening of Government-financed housing 
terms, Federal Reserve Board consulta- 
tions with automobile finance company 
officials, the Comptroller of the Cur- 
rency’s admonitions to banks to scrut- 
inize credit risks more closely, not to 
forget higher rediscount rates and open 
market operations geared to provide the 
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bare minimum of funds for autumn sea- 
sonal needs. The cards are on the table 
and if future governmental action should 
pinch certain elements, they will not be 
able to claim insufficient warning. 


The financial markets have simmered 
down during the August vacation pe- 
riod, both in activity and exuberance. 
Perhaps a reactionary note was the pre- 
dominant one, although a few selected 
issues moved into new high ground. In 
the bond markets, the general tone was 
listless, except for convertibles. With 
tighter money conditions confronting 
them, investors found slight incentive 
for new commitments. The Government 
market continued to mark time and the 
municipal and toll road sectors also 
remained in the doldrums. 


The action of the stock list during the 
past month was hesitant as the sobering 
effects of restraint were felt. Some tech- 
nical students feel that the caliber of 
market leadership has been further im- 
paired, with stocks passing from strong 
into weaker hands, although large-scale 
evidence of distribution is lacking. 
Bond prices will decline if money rates 
continue higher, a combination which 
has usually preceded past declines in 
stock levels but even those who subscribe 
to this market pattern do not expect a 
true bear market but rather a period of 
correction over some months, during 
which individual issues could move in 
a very selective manner. The converse 
of this action pattern as programmed 
by the optimists sees the United States 
in a long-range dynamic growth phase 
which still warrants a constructive at- 
titude toward leading industries, re- 
gardless of minor setbacks, 


It is worth noting that disappoint- 
ment over failure of Standard Oil of 
New Jersey and DuPont directors to 
vote a stock split-up indicates that man- 
agement is going along with Govern- 
mental efforts to discourage strictly 
speculative participation in the market. 
The extent and duration of the advance, 
now nearly two years old, cannot but 
have attracted a substantial following 


but not in the remotest degree compar- 
able with earlier days of low margins. 


Among the features of the month 
were the $200 million General Motors 
Acceptance offering and announcement 
of the terms for American Telephone & 
Telegraph convertible bonds. The latter 
were offered to stockholders in the ratio 
of $100 for each 8 shares, convertible 
into stock upon payment of an addi- 
tional $48. 


ONLY YESTERDAY 


Yesterday's novelty is today’s com- 
monplace. This remark applies aptly to 
the present status of common stocks in 
the overall investment picture. With few 
exceptions, equities have become such 
an accepted and important part of most 
individual and institutional programs 
that their exclusion, rather than inclu- 
sion, evokes comment. Yet it has been 
only in the last 25 years that this me- 
dium has become socially acceptable 
in inner circles. 


The older generation of investment 
managers recalls well that the 1920s, 
which witnessed the greatest speculative 
spree in stocks, preferred high-grade 
bonds for investment. Yields of 5-6% 
in a period of nominal income taxes 
and relative dollar stability were both 
safer and superior to the return avail- 
able on stocks, at least in the later 
stages of the advance. Paradoxically, 
the stock market crash itself contributed, 
with an assist in succeeding years from 
the New Deal, to today’s acceptance of 
equities. Pressure of forced liquidation 
affected bond prices as well as stocks 
and trust officers and _ beneficiaries 
learned to their sorrow that fixed-in- 
come media afforded little, if any, as- 
surance of capital protection. Some for- 
ward-looking trust investment men at 
that time inaugurated common stock 
purchases and one daring advisor, in 
1932, suggested that, with close super- 
vision, some large trust accounts might 
even go as high as 20% in carefully 
selected stocks but that this should not 
be construed as a general practice or 
investment principle of his own depart- 
ment. 


From these small beginnings the 
vogue of investment in partnership 
gradually gained ground, spurred by 
the until then unheard-of New Deal 
policies which practically forced the in- 
vestor to protect his capital against ris- 
ing taxes and depreciated purchasing 
power of the dollar. Corporation man- 
agement likewise assisted by its de- 
veloping sense of responsibility to the 


721 








investing public and the adoption of 
public information techniques. 


Economic thinking inevitably reflects 
in contemporary investment policies and, 
late in the ’30s, our economists con- 
cluded that the outlook for this coun- 
try was far from happy. This was the 
“mature economy” theory which fore- 
cast an end to significant industrial ex: 
pansion based upon a future declining 
population curve. Here is the dire out- 
look as it appeared in 1938: “In the 
60s population increase will have com- 
pletely ceased. A population doubling 
every 33 years was a basic condition of 
the soundness of American land, bond 
and mortgage values during the 19th 
century. This condition is gone forever. 
Many bondholders still do not realize 
it.” Even if the author’s conclusions 
were based upon a premise which to- 
day’s estimates of population growth 
belie, his advice to shift from the posi- 
tion of creditor to partner was sound. 
As an example of the superiority of 
hindsight to foresight, the same writer 
selected 15 stocks suitable for trustee 


investment only in the trough of the 
business cycle, of which nine are among 
current top blue chips which command 
continuing buying interest. 


Our participation in World War II 
disposed of the “mature economy” 
theory in short order. Since that time 
the logic of steadily declining bond 
yields, both absolutely and in purchas- 
ing power, has sparked the swing to- 
ward partnership capital participation 
to a degree unthought of 25 years ago. 
Subject to the temporary influences of 
changing conditions, a strong demand 
from institutional and public sources 
for sound equities in coming years 
would appear reasonably assured so 
long as profit incentives are not legis- 
lated out of existence. 


LirE Company Assets uP $6 BILLION 


The growth of life insurance in the 
United States has been particularly 
notable since the end of World War II. 
A large part of it is due to population 
increase, accentuated by wartime ac- 
quaintance with GI insurance, plus a 


better living standard enjoyed by the 
majority of the populace. The 1954 fig- 
ure of $333.7 billion in force, with allow- 
ance for proportional 1955 sales at the 
record rate of $48.5 billion which pre- 
vailed in 1954, must now be crowding 
$360 billion. To support this tremend- 
ous total, the 1,060 United States com- 
panies had at last June 30th admitted 
assets of nearly $87 billion, up some 
$6 billion from one year earlier, ac- 
cording to the Institute of Life Insur- 
ance. 


It is noteworthy that the companies 
loaned during first-half 1955 nearly 
twice as much in FHA and VA mort- 
gages as in 1954. A record $3.1 billion 
was placed in the mortgage markets, a 
plus of some $800 million over last year. 
Combined bond investments rose only 
$300 million in Governments, rails and 
miscellaneous issues, while public utili- 
ties and municipal descriptions fell be- 
hind. Holdings of toll road and turn- 
pike obligations are estimated at almost 
one half billion or approximately one 
seventh of outstanding issues. Preferred 











Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 185 
60 cents per share. 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 34 

27 cents per share. 


The above dividends are pay- 
able September 30, 1955, to 
stockholders of record Septem- 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angeles, September 30. 


P, C. HALE, Treasurer 


August 19, 1955 






























UNITED FRUIT 
COMPANY 


225th 





ae Consecutive 
Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable Oct. 14, 1955, to share- 
holders of record Sept. 9, 1955. 
EMERY N. LEONARD 

Secretary and Treasurer 

Boston, Mass., August 15, ms 














GENERAL 
<\ Ze aT ND 
| Malan 

COMPANY 


COMMON 
STOCK 
DIVIDEND 


The Board of Directors of General 
Portland Cement Company has this 
day declared a dividend upon its 
Common Stock of 40 cents per 
share, payable September 30, 1955 
to stockholders of record at the 
close of business on September 12, 
1955. the stock transfer books will 
remain open, 

HOWARD MILLER, 


August 16, 1955 Treasurer 











103" 


consecutive 
quarterly dividend 


20c a share from net invest- 
ment income, payable 
September 30, to stock of 
record September 9, 1955. 





WELLINGTON 





<> FUND 


WALTER L. MORGAN, President 











PREFERRED DIVIDEND 
A regular quarterly dividend of $1.06 per 
share on the cumulative preferred stock, 
44% Series, and of $1.1875 per share on 
the cumulative preferred stock, 434% 
Series, of this Company has been de- 
clared, payable September 1, 1955, to 
stockholders of record at the close of 
business August 15, 1955. 

COMMON DIVIDEND No. 77 

A quarterly cash dividend of 30¢ per share 
on the common stock of this Company, 
has been declared, payable September 10, 
1955, to stockholders of record at the 
close of business August 15, 1955. 

W. W. WHITNELL, 
August 2, 1955 Secretary 


NATIONAL CYLINDER 





GAS COMPANY 
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stocks reflected only token interest at 
$80 million, less than half the previous 
year’s $176 million, with the public 
utilities bearing the brunt. 


Total holdings of common stocks at 
midyear were just above $1.1 billion, 
a $220 million rise from one year be- 
fore. Six month purchases were $141 
million, not a dominant factor in over- 
all market transactions, perhaps, but 
nevertheless a substantial contribution. 
If the current strife over pending leg- 
islation to permit sale of variable an- 
nuity participations should be resolved 


in favor of the life companies, a steadily 
expanding stream of equity capital 
would become available and the place 
of this industry in the stock picture 
would become more prominent. 


The trend of annuity sales has been 
diametrically opposite to that of insur- 


ance, principally due to inflationary in-— 


fluences. One of the largest companies 
is reported to have sold only 517 indi- 
vidual contracts in 1954, while more 
than three times this number expired. 
Incidentally, the first company to make 
variable annuity contracts available to 


the public has just been organized un- 
der the statutes of the District of Colum- 
bia, with initial capital funds of $1,- . 
000,000. It will place its individual and 
group contracts through life insurance 
agencies. 


STROKE FOR PRIVATE ENTERPRISE 


Amid charges of “sabotage” and 
“sellout,” the Federal Power Commis- 
sion came up in early August with a 
unanimous decision favoring the Idaho 
Power Co.’s plan for developing three 


(Continued on page 730) 





Dividend Notice 
MIDDLE SOUTH UTILITIES, Inc. 


The Board of Directors has this day 
declared a dividend of 37¥%2¢ per 
share on the Common Stock, pay- 
able October 1, 1955, to stockholders 
of record at the close of business 
September 9, 1955. 

H. F. SANDERS, 

Treasurer 

New York 6, N. Y. 
August 26, 1955. 


She Meddle Louth 


A World Of 
Opportunity 





Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 











CELANESE 


CORPORATION OF AMERICA 
480 Madison Avenue, New York 16, N.Y. 


hrs Board of Directors has this day 
declared the following dividends: 
414% PREFERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.12% per 
share, payable October 1, 1955, to 
holders of record at the close of busi- 
ness September 2, 1955. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable October 1, 1955, to holders 
of record at the close of business 
September 2, 1955. 


COMMON STOCK 
12% cents per share payable Septem- 
ber 23, 1955, to holders of record at the 
close of business September 2, 1955. 
R. O. GILBERT 
Secretary 


——— 


August 23, 1955. 
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KENNECOTT COPPER 
CORPORATION 


161 East 42d Street, New York,N.Y. 
Augus: 19, 1955 


A cash distribution of One Dollar 
and Twenty-five Cents ($1.25) a 
share has been declared today by 
Kennecott Copper Corporation, pay- 
able on September 26, 1955, to 
stockholders of record at the close 
of business on September 1, 1955. 


PAUL B. JESSUP, Secretary 

















\ 
UTILITIES 
COMPANY 





DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 58 cents 
per share on the Common Stock 
of the Company, payable Octo- 
ber 1, 1955 to stockholders of 
record at the close of business 
September 1, 1955. 








D. W. JACK 
‘ Secretary 
| \ August 19, 1955 , 














\WENNESSEE CORPORATION 


TENNESSEE 
CORPORATION 


July 7, 1955 


A dividend of thirty-seven 
and one-half (3714c) cents 
per share was declared, pay- 
able September 29, 1955, to 
stockholders of record at the 
close of business September 
14, 1955. 


Joun G. GreensurcH 


61 Broadway Treasurer. 


New York 6, N. Y. 


























INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


178th 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ 
per share payable on October 
1, 1955 to stockholders of rec- 
ord at the close of business 
September 15, 1955, was de- 
clared by the Board of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


September 1, 1955 


































Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 
way Stores, Incorporated, on 
August 2, 1955, declared the 
following quarterly dividends: 


60¢ per share on the 


$5.00 par value Com- 
mon Stock. 


$1.00 per share on the 
4% Preferred Stock. 


$1.0714 per share on 

the 4.30% Convert- 

ible Preferred Stock. 
Common Stock dividends and 
dividends onthe 4% Preferred 
Stock and 4.30% Convertible 
Preferred Stock are payable 
October 1, 1955 to Stockhold- 
ers of record at the close of 
business September 14, 1955. 
DRUMMOND WILDE, Sec. 
August 2, 1955 
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HE RECENT PRESS HEADLINE— 
j oe Industry Sales Reach 
$11.5 Billion Peak” for the first six 
months of 1955 is typical of the progress 
of this industry. In fact, since the late 
1920’s the chemical industry has been 
recognized as one of the fastest grow- 
ing, with physical output far surpassing 
the growth of industrial production. As 
measured by the F.R.B. Index of In- 
dustrial Preduction, chemical output 
has evidenced an average annual ex- 
pansion in the neighborhood of 10% 
over the last 2-3 decades compared with 
about 3% for all industry. Moreover, 
in the first 6 months of 1955, it is 
estimated that chemical production 
registered a some 20% betterment com- 
pared with the corresponding period 
last year. 


This enviable expansion for chemicals 
naturally reflects the success of re- 
search as well as an aggressive manage- 
ment attitude in commercializing new 
developments through expansion and 
construction of plant facilities. Based on 
S.E.C. reports, its plant expansion in 
the first 6 months of 1955 equalled $527 
million for an annual rate again in 
excess of $1 billion, which level has 
been exceeded in every year since 1950. 
According to government compilations, 
chemical assets now total nearly $16 
billion, to rank fourth in terms of tetal 
assets among all manufacturing in- 
dustries. 


From an investment standpoint, there 
are certain fundamental influences 
affecting the current supply of and 
demand for chemical securities and 
these seem to fall into two broad general 
classifications—near term versus long 
term value. The above mentioned trends 
have caused major chemical equities to 
be accorded relatively high earnings 
multipliers compared with the so-called 
cyclical industries. However, the post- 
War profit expansion of many of the 
major chemical companies on a common 
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Painting by Marshall Johnson in collection of Second Bank-State Street Trust Co. 


DYNAMICS OF INDUSTRY 


CHEMICAL EQUITIES 


CURRENT INVESTMENT 
CONSIDERATIONS 


RALPH W. H. GEER 





The author is a graduate of New York 
University and his entire career has been 
spent in security analysis, first with the 
Equity Corporation and later with Argus 
Research Corporation. He has been manager 
of research for Laird & Co., members of the 
New York Stock Exchange, for the past 
year. The chemical industry is one of his 
special areas of interest. 





share basis has been considerably less 
pronounced than some of the so-called 
cyclical industrial groups. 


How Much Growth? 


In the writer’s opinion, one of the 
necessary attributes of a _ so-called 
growth company in any industry is one 
which translates sales growth, whether 
internally developed or through acquisi- 
tion, into share results. Many of the 
chemical companies, even the smaller 
concerns, have generally fulfilled the so- 
called “growth” qualifications. However, 
the post-war higher costs of labor and 
overhead, start up expenses for new 
productive facilities, accelerated amorti- 
zation and other arbitrary accounting 
practices have tended to stifle chemical 
earnings expansion relative to certain 
cyclical industries, at least temporarily. 
There seems to have been a tendency by 
investment managers in the last year or 
so to overlook the importance of this 
point and, in line with advancing gen- 
eral market securities, the chemicals 
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have likewise advanced to a point where 
the earnings multipliers may be too 
liberal in relation to near term profit 
expansion. Some may be surprised by 
this contention. 


At any rate, you will wonder about 
the methodology used in determining the 
fact that net profits of the major chemi- 
cal companies have not shown a better 
than average in the industry trend in 
the post-war period. There are, obvious- 
ly, various methods of measuring corpo- 
rate earnings trends. Table No. I below 
relates the weighted arithmetical aver- 
age of the share results of six major 
chemical concerns to Moody’s 125 In- 
dustrial Stock Average as well as the 
Dow-Jones Industrial Average. The six 
companies referred to are Allied Chemi- 
cal & Dye, American Cyanamid, Dow, 
duPont, Monsanto and Union Carbide. 
This comparison reveals that the com- 
posite of six chemical companies, versus 
the other averages, has not registered 
any dynamic earnings trend in the post- 
war period. In fact, while not shown in 
the table, this has been prevalent since 
1941. 


The 125 Industrial increased some 
137% from 1946 through 1954 and the 
30 Dow-Jones Industrial advanced 
108% but these major companies only 
increased 102% in the same period. 
Perhaps it is a somewhat better’ sta- 
tistical technique to use 1946-1949 — 





TABLE I 


Six Chemical Comp. 


125 Moody Industrial 


30 Dow-Jones Industrial 


Earns. Div’d. Price Earns. Div’'d Price Earns. Div'd. Price 
1955E $5.08E $3.00E $108.00C $10.50E $5.35E $135.00C $32.00E $18.50E $455.00C 
1954 _.. 4.04 2.75 81.50 8.38 4.46 95.81 28.40 17.47 342.13 
7953 _.. 385 2.48 68.64 af | 4.19 76.05 27.23 16.11 274.64 
1952... 342 2.43 69.00 7.18 4.20 75.63 24.76 15.48 274.17 
301 —. 387 2.39 64.80 lat 4.44 70.72 26.59 16.34 257.68 
1950 _.. 4.57 zit 50.00 8.45 pg | 57.83 30.70 16.13 211.14 
1949 _. 3.35 1.91 38.00 6.60 3.19 46.88 23.54 12.79 181.06 
1948 _. 2.96 iS7 35.70 7.03 2.78 47.50 23.07 11.50 179.28 
1947 _. 2.48 1.39 36.56 5.32 2.33 46.10 18.80 9.21 175.02 
1946 _.. 2.00 1.14 36.76 3.53 1.85 49.84 13.63 7.50 182.80 

E Estimated C Current 
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100 as a base rather than a single year 
like 1946. Under this method of com- 
parison, the same trend is evidenced 
with the chemicals registering a less 
pronounced growth through 1954. In 
fact, there is no relative betterment for 
the chemicals even by using the record 
profit estimates for 1955 earnings. 


Dividendwise, the six chemical com- 
panies recorded somewhat better expan- 
sion in the post-war period compared 
with the two general indexes. In fact, 
it is generally felt that the payout of 
the chemical industry is less than many 
other of the more important industries 
but this has not been particularly ap- 
parent in the post-war period. Compared 
with the 125 Moody and the 30 Dow- 
Jones, the six chemical companies have 
registered slightly higher payout on 
average in the post-war period (61% 
for the chemicals versus 51% and 57% 
for Moody and Dow-Jones, respective- 
ly), but their relatively higher price 
gives a lower yield. 


A somewhat better cross section of 
the industry is achieved by comparing 
a composite group of 20 chemical com- 
panies with a total of 412 industrial 
shares. This compilation is on a net 
profit rather than on a share profit basis. 
Thus, at the expense of achieving a 
wider base, one fact, which could be 





TABLE II 
Six Chemical Companies 125 Moody Industrial 30 Dow-Jones Industrial 

P/E Yield P/E Yield P/E Yield 
oS 213 2.8% 12.9 4.0% 14.2 4.1% 
ee 20.2 3.4 11.4 4.7 12.0 se | 
me 17.8 3.6 9.9 5.5 10.1 5.9 
——— 19.0 3.5 10.5 5.6 a 5.6 
CS 16.7 3.7 9.6 6.3 9.7 6.4 
—_—_— 10.9 5.5 6.8 6.5 6.9 7.6 
~~ ......... 11.3 5.0 tk 6.8 7.7 7.1 
1948 =. =. 12.1 4.4 6.8 5.9 78 6.4 
I aarti 14.7 3.8 8.7 5.1 9.3 5.3 
I A cintiitti 18.4 3.1 14.1 3.7 13.4 4.1 


E Estimated 





negative, is overlooked; that is, in- 
creased capitalization to provide for 
expansion, may have eliminated share 
earnings growth. 


This tabulation indicates that, by 
again using 1946-1949 as a base, the 20 
chemical companies’ earnings gained 
some 20% through 1952 whereas the 
412 companies’ total gained some 22%. 
In 1953, both recorded a 27% gain over 
the 1946-1949 base and in 1954 the 
chemical group surged ahead by regis- 
tering a 50% gain over the base years 
compared with 40% for the 412 com- 
panies’ total. Thus, the 1954 experience 
by the chemicals may be the first evi- 
dence of a resurgence of relative growth 
compared with the cyclical industries, 
notwithstanding certain adverse profit 
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factors, particularly start up expenses 
of new plants and accelerated amortiza- 
tion accruals. A part of this better trend 
may be attributed to the fact that the 
general economy in 1954 suffered a re- 
adjustment which lowered the F.R.B. 
Index of Industrial Production to 125 
from 134 in 1953 causing some of the 
cylical industries to witness relatively 
sharp setbacks in profits 


Market Action 


Regardless of the reasons why major 
chemical companies have not evidenced 
dynamic share profit growth in the post- 
war period compared with the two 
other industrial averages listed in Table 
I, the question from an investor’s stand- 
point is whether the shares as a group 
are currently attractive in relation to 
profits and dividends. Table II shows 
price-earnings ratios and yields based 
on the annual mean price of these three 
weighted averages. It will be seen clear- 
ly that the chemicals are selling cur- 
rently, as well as in 1954, at the post- 
war high P/E while the yields are at, or 


close to, a post-war minimum. On the 


other hand, the 125 Moody’s Average § 


and the 30 Dow-Jones Average have 
not yet exceeded the early post-war 
multiplier and their respective yields 
were lower in 1946 than currently. 
Attention should be directed to the fact, 
however, that if last year’s chemical 
earnings were reported excluding accel- 
erated amortization, share profits would 
be closer to $5.00 a share. The P/E ratio 
on this basis would be about 16-17 
times for 1954 versus the indicated 20. 
Cash earnings for the six chemicals in 
1954 were just under $7.00 per share. 


High Recession Resistance 


All the above would seemingly suggest 
that major chemical equities are some- 
what over priced at the present time in 
relation to Dow-Jones and Moody In- 
dustrial Averages. There are some 
relevant factors, however, which tend 
to mitigate this unfavorable evidence 
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from the standpoint of longer range 
relative value. One surrounds the fact 
that (despite the tremendous expansion 
in plant at inflated costs in the post- 
war period, some $11 billion for chemi- 
cals and allied products versus $95 
billion for all industry) the price of 
chemical products has not registered the 
same relative inflation as other com- 
modities and manufactured products. 
Hence, in any general business readjust- 
ment, it can be argued logically that 
chemicals should experience less price- 
cutting than in other industries. 


Historical evidence seems to confirm 
this contention. In the 1929-1932 down- 
ward spiral, combined earnings of the 
six chemical companies contracted 
roughly 68°% while the 125 industrials 
and the 30 D-J companies declined, not 
60% or 70°, but to deficit operations. 
In the 1937-1938 readjustment the com- 
bined earnings of the six chemical com- 
panies also contracted less than the same 
two indices. Using the broader 412 in- 
dustrial company compilation, earnings 
of the 20 chemical companies in both 
recession periods evidenced about the 
same trend as the six major companies. 
It is of interest in this connection to 
observe that about one-half of the 30 or 
so major industry groups included in 
the 412 company total had deficit opera- 
tions in 1932. In fact, there were only 
seven major industry groups which 
showed less percentage contraction in 
net profits in the four year period 1929- 
1932 than the chemicals; namely, the 
containers, drugs, food, retail trade, 
shoe, tobacco and soap groups. 


Sound Basic Position to Permit 


Longer Range Growth 


There have been many complicating 
developments in the post-war period 
which have detrimentally affected all 
industry earnings, particularly the 
chemicals. These have included higher 
raw material and labor costs, increased 
freight charges, more intensive competi- 
tion, greater selling and promotion, start 
up expenses as well as heavy charges in 
the form of depreciation, amortization 
and interest for new plant facilities. 
While such factors will continue preva- 
lent, suggesting that peak profit margins 
of a few years ago will probably not be 
reachieved, the areas of earnings growth 
in the industry continue strong with 
Management equally or even more 
cognizant of expansion potentials due to 
tesearch efforts than 25 years ago. Un- 
like most other lines, it is not impossible 
for the chemical industry to develop a 
new product which could have a pretax 
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profit margin in excess of 40%. It is 
questionable, however, whether the 
relative earnings expansion from 1929 
through 1954 will continue at the same 
rate but further growth is definitely 
indicated. 


The 1929-54 gain for the six chemical 
companies was 215%, against the 125 
Moody composite of 46% and the Dow- 
Jones 43%. Moreover, in 1929-1941, the 
average of the six chemicals registered 
a 23% expansion in share results com- 
pared with a 26% loss for the 125 
Moody average and 42% loss for the 
D-J average. Note also that the six 
chemical companis recouped their 1929 
earnings rate by 1936, while the 125 in- 
dustrial companies did not reachieve 
their 1929 profit level until 1947, and 
the Dow-Jones group until 1948. 


Dynamic expansion potentials still 
appear inherent. In the writer’s opinion, 
the more pronounced growth trend 
established last year by the 20 chemi- 
cal companies versus the 412 industrials 
deserves watching, especially since there 
is no doubt that the chemical industry 
is one of the more basic ones, supply- 
ing a vast number of industries with 
raw and semi-finished materials which 
have been increasing annually through 
aggressive and imaginative manage- 
ment policies. If the prospective profit 





Table I1I—Estimated Growth 
Rates of 10 Major End- 
Chemical Groups 


(In Order of Magnitude) 


1952-1960 Percent Per Year 
Plastics 14.5% 
Medicinals _... 12.5 
Antiknock Agents 9.5 
ere _ 9.0 
Surface Active Agents __ 7.9 
Synthetic Insecticides 7.5 
Solvents _ ne Aiereeetce" 6.5 
Synthetic Rubber —_. 6.5 
Le Sane 6.0 
PUI 5.0 





potentials were of serious concern to 
management, some retarding in plant 
expenditures would have probably been 
apparent by this time. 


Many chemical processing operations 
are highly mechanized which permits 
the benefit of relatively low labor costs 
compared with some of the more cycli- 
cal industries. In view of the constant 
upward trend of labor costs as well as 
materials with high labor content, the 
chemical ‘industry appears to have a 
favorable position. Above all, the fields 
of petrochemicals, plastics, fluorocar- 
bons, silicones, coal hydrogenation and 
nuclear chemicals have not reached 
maximum development. These appear, 
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in the writer’s opinion, to be challeng- 
ing areas which could permit still fur- 
ther substantial expansion in operations 
and which have sufficient romance and 
earnings growth generally to cause in- 
vestors to capitalize earnings relatively 
high. To illustrate, Table III, developed 
by the Stanford Research Institute, 
shows the estimated annual growth 
rates of 10 major end chemical groups 
for the period 1952-1960. 


Current Investment Position 


Thus, we have what might be two 
schools of thought influencing the major 
chemical equities today. On the one 
hand, we have lack of post-war growth 
in reported share earnings, high multi- 
pliers and low yields relative to the 
recognized industrial averages. On the 
other hand, the industry’s long range 
record is one of better recession resist- 
ance, better than average long range ex- 
pansion in share profits compared with 
the major industrial averages as well as 
new horizons for growth being uncov- 
ered every day. Obviously, the industry 
will not necessarily register the same 
percentage expansion in the next 25 
years as it has in the last. 


Thus, the broadening use of chemi- 
cals in practically all industries is likely 
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to cause a closer correlation of opera- 
tions to general business activity and 
an investment opinion on major chem- 
ical equities would tend to at least re- 
flect the prospects for general business. 
It has been conceded by many econo- 
mists that the economy over the next 
several years possesses favorable pros- 
pects. In fact, it is not unrealistic to 
anticipate Gross National Product, 
which in 1954 equalled $357 billion, 
reaching in the neighborhood of $410- 
$420 billion by 1958-1959 and, as 
measured by the F.R.B. Index of Indus- 
trial Production (1947 - 1949 = 100) 
1958-1959 production can range in the 
neighborhood of 150-160 compared with 
125 last year. 


These general business prospects, 
coupled with the still strong fundamen- 
tal position of the chemicals, including 
recession resistant characteristics and 
high cash earnings at the preesnt time, 
seem to make the major chemical issues 
worth while for most portfolios. It is a 
moot question, however, whether from 
a short-term trading basis, the issues 
are currently attractive for new money 
if consideration is given to current mul- 
tipliers and yields versus the industrial 
averages. However, it may be worth 
noting that the six chemical stocks are 
now selling about 14% below the all 
time high established in early 1955 
which compares with a decline of 
around 10% for the 11 chemical stock 
average compiled by Standard & Poor’s 
and about a 3% decline for Standard & 
Poor’s 420 industrial group, and a like 





decline for the Moody as well as the 
D.-J. average from the 1955 highs. 


This is the first time in the post-war 
period, using the Standard & Poor’s se- 
ries, that the chemical shares have regis- 
tered a more precipitous drop than the 
general industrial averages. Notwith- 
standing this recent market action, it is 
the confirmed conviction of the writer 
that on overall appraisal, the general 
characteristics of the chemical industry, 
coupled with anticipated favorable gen- 
eral business prospects, make the major 
chemical equities of this industry possess 
considerable long range appeal. Further- 
more, the group seems to be a “natural” 
to benefit from dollar averaging. 


AAA 


Hoover Commission Needs 
Citizen Support 


The Hoover Commission’s report, 
which could mean a balanced budget, 
lower taxes, and a substantial reduction 
in the national debt, needs the active 
support of citizens everywhere to see 
that its recommendations get a full and 
fair hearing looking to maximum action 
in 1955-6, chairman Clarence Francis 
has stated. 


Approximately 45% of the Commis- 
sion’s recommendations can clearly be 
accomplished by administrative action, 
and the Executive Branch lost no time 
in acting upon some 50 proposals per- 
taining to its huge operations. One move 
alone will save an estimated $120 mil- 
lion annually in raw food costs by bet- 
ter inventory and purchasing procedures. 
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How A Trust Department Helps 
Corporation Employees Invest 


Under the fast growing Sohio Employ- 
ees Investment Plan, 88% of eligible 
employees are engaging in a thrift pro- 
gram whereby allotments of 3% to 6% 
of base pay are held in trust by the 
National City Bank of Cleveland for in- 
vestment in cash, U. S. Savings Bonds, 
Sohio Common Trust or Sohio 334% 
preferred stock. The plan is entirely 
voluntary. Each employee determines the 
proportion of pay to be withheld and 
the kind of investment for his account, 
the latter in any proportions he desires, 
except that not more than % of the al- 
lotment can be put into common stock. 
This restriction arises because the com- 
pany believes not only that an investor 
should not put all his savings into com- 
mon stock, especially one common stock, 
but also that an employee’s investment 
should not rest upon the same company 
to which he looks for job security. 


The company contributes quarterly to 
the fund in amounts that depend upon 
earnings and are allotted in percentages 
of the individual employee contributions 
of the previous quarter. When earnings 
are less than 6% on capital, there are 
no company contributions to the fund. 
If earnings are between 6% and 9% 
contributions are 14 of employee allot- 
ments; between 9% and 12% they are 
1% of individual allotments; and when 
earnings are over 12%, contributions 
are 24 of employee allotments. 

This is the way it works. Every time 
Susie Smith gets paid an electronic cal- 
culator punches new cards to bring her 


account up to date and tests the new 
balances to see if she has enough money 
to purchase a bond or a share of stock, 
according to her previous instructions. 
Another machine adds up the total for 
the whole group, and a purchase order 
is sent to the trustee. At the National 
City Bank checks are received from the 
company covering total employee allot- 
ments and company contributions, when 
made, as well as the stock and bond pur- 
chase orders. In the addressograph de- 
partment bonds are imprinted with the 
employee’s name and the bank’s name 
as trustee, a nameplate being kept on 
file for each employee who is investing 
all or part of his money in bonds. 


The bank’s stock buyer lumps to- 
gether purchase orders for Sohio stock 
(to save brokerage fees) and orders the 
purchase through a local securities 
broker. The bonds, and the stock certifi- 
cates when received, are placed for safe- 
keeping in the bank’s securities vault. 
An employee’s instructions to the trustee 
can be changed at any time by the em- 
ployee simply submitting new instruc- 
tions. 


Among the features which make the 
thrift aspect effective is the five year 
waiting period before a participant en- 
joys company contributions to his ac- 
count. If an employee starts in the plan, 
and then has to stop for any reason, 
whatever he has accumulated will go on 
earning money for him, but there will 
be no company contributions until he 
starts pay allotments again. In most cases 
he must go through another five year 
period on his own, but in certain circum- 
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stances, as for example when an em- 
ployee has been on leave to serve in 
the armed forces, his time in the Plan 
before the leave of absence will count 
toward the 5 year total. After 3 years 
of operation the Plan holds $6,903,484. 
It is the largest holder of company pre- 
ferred stock and the second largest 
holder of common stock. 


How much money may be withdrawn 
from the Plan depends on how long an 
employee has been in it. If he has been 
making allotments five years or more, 
he may withdraw the entire account, or 
make a partial withdrawal of up to one 
half, including interest, dividends, and 
his share of company contributions. If 
he has participated for less than five 
years, any withdrawal must be the fair 
market value of his account less the 
dollar amount of the company’s contri- 
butions. When an employee retires, or 
is totally and permanently disabled, or 
leaves the company for any other reason 
(after five years in the Plan), he re- 
ceives his entire account. 


Multi-benefits are in the plan, A. A. 
Stambaugh, chairman of the board, has 
stated. Beyond encouraging thrift, it 
provides additional retirement income, 
family protection, funds for emergen- 
cies, a favorable arrangement for pur- 
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chasing company stock, and offers some 
tax advantages. It is creating a closer 
bond of understanding between employ- 
ees and management, and serving as a 
springboard to a deeper interest in 
America’s private enterprise system. 
A A A 
New Common Trust Funds 


A discretionary common trust fund 
was established by Planters National 
Bank & Trust Co., Rocky Mount, N. C., 
on September 1. A discretionary fund 
is also now in operation at First-Citi- 
zens Bank & Trust Co., Raleigh, N. C., 
making a total of six funds operated by 
five fiduciary institutions in that State. 





SIDELIGHTS 
(Continued from page 723) 


power sites along the Hells Canyon sec- 
tion of the Snake River, in preference 
to a larger single dam to be constructed 
with Federal funds at more than twice 
the cost. The solution came after seven 
years of battling in Congress and before 
the Commission and marks a significant 
victory for the proponents of private 
versus public power development. It is 
noteworthy that there is no assurance 
that Congress would appropriate the 
funds as bills in both Houses were side- 
tracked in the last session, whereas 
Idaho Power is ready to start immedi- 
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ately in providing much-needed power 
for expanding area requirements. 


The Governors of Idaho, Oregon and 
Washington have gone on record in 
favor of private kilowatts rather than 
concentration of authority in a Federal 
unit. Senator Wayne Morse of Oregon, 
however, plans to base his 1956 re-elec- 
tion campaign on the power issue and 
there is every prospect of fireworks 
when he and the numerous advocates of 
public power get on the stump. Mean- 
while, they threaten to contest the Com- 
mission’s ruling by demanding a re- 
hearing and by resort to Congress and 
the courts. 


The claims of “cheap” power from 
utilities constructed with public funds 
ignore such valid factors as true inter- 
est costs and taxes and close examina- 
tion of operating figures discloses that 
there is nothing to support, and much 
to refute, the lower cost myth. Addition- 
ally, today’s advocate of free enterprise 
cannot logically support the principle 
of “cheap” power for limited areas pro- 
vided by tax monies levied upon the 
entire population. For this reason alone, 
the financial community hopes that this 
decision may have marked a turn in the 
tide of Government public power expan- 
sion which may eventually see its com- 
plete withdrawal from such activities, ex- 
cept possibly where there are involved 
legitimate elements of flood control or 
reclamation measures. 


A A A 
Investment Counsel Fees 


A report on “How to Choose an In- 
vestment Adviser,” in the August issue 
of Corporate Director (American Insti- 
tute of Management), cites typical in- 
vestment counseling fees of firms spe- 
cializing in large accounts as follows: 


Portfolio Size Fee 
$ 100,000—2,000,000 1% of 1% 
2,000,000—4,000,000 3% of 1% 
4,000,000—6,000,000 Y% of 1% 
6,000,000 or more W% of 1% 


For counseling firms specializing in 
small accounts typical fees were given 
as: 


Portfolio Size Fee 
$ 5,000— 13,000 1%% 

13,000— 20,000 1% % 

20,000—100,000 1%% 


A. A A 


@ Dow Chemical’s directors have ap- 
proved plans to permit key employees to 
invest up to one year’s salary in the com- 
pany’s stock at the highest market price 
on the effective date of their options. 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 





not a representation of future results. They should 


light of the individual companies’ investment policies and objectives 
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be considered in the index by issuers, underwriters or dealers. Principal indices for August 
31, 1954 appear in the September 1954 issue and current income re- 

















Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. 
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and the characteristics and qualities of the investments of these companies. ee ee = To saa 
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12/31/35 12/30/39 to 8/31/55 Last 12 mo. Div. % Prin. Less 5-Yr. Avg. 
8/31/55 Net Cum. Cap. Net Invest. 
ae Principal oes Invest. Cap. | Distr. (Bid) 
Principal pe "High Principal | Inc. Distri. 8/31/55 Income % 
— 65.0 174.8 173.6 3.41 9.91 117.5 3.48 
_ 71.4 266.8 7264.1 2.42 4.06 +203.3 2.99 
—_ 88.1 297.9 295.7 3.22 1.91 239.5 3.69 
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106.3 73.5 283.6 283.1 2.98 1.70 240.1 3.67 
114.5 73.6 249.2 247.4 2.90 1.87 220.9 3.52 
—- 69.4 183.6 7182.0 3.26 1.34 7152.3 3.36 
110.0 65.2 $175.9 175.9 3.38 3.12 140.9 4.25 
= 73.5 PON. 204.3 3.42 1.07 173.6 3.92 e 
cane — IBIS 254.1 3.05 1.98 234.3 3.75 e 
102.6 59.6 172.8 172.8 3.42 1.31 143.5 3.91 
— — QA8A 263.9 1.91 6.26 237.2 3.25 e 
— 69.2 205.2 204.9 2.87 2.29 174.3 3.70 
2 97.4 80.9 201.7 200.3 2.87 2.00 172.5 3.23 
105.2 75.0 214.9 214.1 2.99 2.29 170.8 3.49 
_ <i 261.6 260.8 3.45 4.56 229.5 3.83 e 
aes 65.1 $300.2 300.2 3.11 2.60 224.8 3.27 
70.8 227.9 226.5 3.03 2.98 179.8 3.59 
race 50.2 244.3 243.0 3.76 4.55 157.4 4.16 
109.9 60.1 299.5 299.0 3.69 2.38 252.2 4.52 
109.8 61.0 288.0 285.5 2.98 2.95 237.8 4.12 
a 76.1 212.8 212.3 2.86 4.19 126.1 3.68 
— = 214.9 $212.7 3.97 3.67 190.8 4.86 e@ 
109.0 62.1 210.2 238.7 2.99 2.61 198.5 3.99 
107.1 62.7 219.3 346.8 2.47 2.63 305.3 3.33 
— mas BI81 345.8 3.44 2.22 305.9 4.44 e 
105.2 61.8 872.4 +365.8 3.12 3.09 4317.2 4.13 
103.6 63.9 369.0 +361.2 2.60 1.50 7306.0 3.67 
ao cast PLB +240.0 3.15 3.50 7185.9 3.65 e 
— 50.8 $299.7 292.7 2.58 6.95 215.3 3.47 
—_ 69.0 VALS 142.8 3.05 3.05 91.7 2.75 
72.4 74.2 231.7 230.8 3.03 3.08 158.8 2.90 
110.7 50.7 302.9 302.6 3.41 0.93 285.3 4.33 
| 114.2 57.4 $20.1 $310.8 2.02 2.02 $263.1 2.76 
129.7 56.1 209.8 +207.6 2.73 2.78 +169.6 2.66 
— an BRIA +356.0 2.42 3.07 288.1 3.31 
x — 66.0 143.9 7142.4 4.54 2.27 7121.1 5.47 @ 
117.4 61.4 196.2 195.9 3.42 4.43 155.2 3.85 
123.8 60.9 246.2 244.8 3.17 5.28 191.0 4.13 
— RI5 194.2 192.6 3.45 1.36 165.1 4.71 
92.8 60.7 $289.9 289.9 r2.56 4.93 200.7 2.96 
—_ er 333.9 326.9 3.00 1.00 314.6 3.73 
108.1 63.2 278.5 275.6 2.96 3.05 220.9 3.67 @ 
a 106.7 59.3 847.5 342.9 — --- —_— —_ 
CONSUMER PRICE INDEX (B.LS.) — 2 -— n99.8 n193.6 ; — _— — — — 














Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respecti 
dates indicated are added all capital distributions to such data and the re- 


ve COL. 17 represents figure obtained by dividing such dividends accruing over 


the annual period ending with the stated date by the a of the twel 
sultant sum is divided by the 1939 base offering price. of : A _— am 


month-end offering prices ending on the corresponding date. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 


butions) divided by the 1939 base offering price 


INCOME PERCENTAGE includes only those dividends paid by the com- 
Panies out of income earned from dividends and interest on their portfolio 


securities (excluding all capital distributions). 


distribution, if any, from capital gains or any other source, for the 
annual period. 
COMPANIES ORGANIZED AFTER 1939 are given an initial index number 


on the date they commence business equal to the average of all those stock 
or balanced funds in existence at the time. 





n—new revised series adjusted to Dec. 1939 base. 

t—plus rights. 

(c)—regrouping awaits new detailed classifications 
of N.A.I.C. New England a flexible fund with 
current balanced policy. __ 

(a)—Does not reflect new acquisition cost. 


SEPTEMBER 1955 


+Ex-dividend current month. **Became Balanced Fund in 1945. 
tHigh reached current month. ***Not included in balanced or stock average. 
@Principal index begins after 1939 base date. ****Name changed from Nesbett Fund. 


Correction: Axe-Houghton “B” July 1955 col. 17: 3.27 


COPYRIGHT 1955 BY HENRY ANSBACHER LONG. 
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SSETS UNDER ADMINISTRATION IN THE 
f qual departments of the country’s 
1,503 national banks exercising fiduci- 
ary powers increased 11% from $43, 
150,202,168 on December 31. 1953 to 
$47,938,669,035 at the 1954 year-end, 
according to the recently released an- 
nual report of Comptroller of the Cur- 
rency, Ray M. Gidney. Trust depart- 
ment gross income rose 17% from $85.- 
990,000 in 1953 to $100,761,000 in 
1954. Gains were made in the number 
of accounts in all three categories—Liv- 





ing Trusts, Court Accounts, and Agency, 
Escrow, Custodian, etc. 

The proportions of investments in 
bonds, stocks, real estate mortgages, 
real estate and miscellaneous changed 
less than one per cent in each type of 
investment, as compared with the previ- 
ous year. Compared with 1945, how- 
ever, the proportion in bonds has 
dropped 2% and real estate mortgages 
increased 1.4%, while the amount in 
stocks varied less than a quarter of one 
per cent. 















Table I 


FIDUCIARY ACTIVITIES OF NATIONAL BANKS BY STATES 


(as of December 31, 1954) 


Personal account liabilities 


Number of personal accounts 
SSS 







































































*Included with figures for the State of Nevada. 
tIncludes figures for 2 banks in Alaska, 2 banks in Arizona, 2 banks in Idaho, and 1 bank in Utah. 
ee with figures for the State of Vermont. 

Includes figures for 2 banks in Rhode Island. 
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3 s « 2 2 2 z 23 23 ce. ¥ i 
365 $2 = $e ® 3 go “228 . Bo. i. 
ss" gS = Weg E $8 Ws 8%. 3 8333 
& s°5 0s ag <3 Bee . ~ fy S8ES,3 “5-5 
S ex's £3 2 ES2 = es SoEeee Beaz 
& zi2 5 = 23 z 8 23 g583E& Eg2e 
23 $136,352 $48,158 $242,672 1,503 595 1,023 $182,841 $1,141 

2 * + s * + a * ¥ 

2 * ” eo * 7” * = * 
19 37,846 7,513 8,626 302 905 86 171,248 248 
17 739,842 654,136 1,093,940 6,952 10,110 7,140 1,441,475 14,033 
19 106,363 33,967 190,989 1,221 1,464 1,514 115,932 992 
28 157,530 239,248 325,499 1,816 3,513 2,361 106,100 2,654 
5 368 1,553 21 17 110 De ‘nieces 15 
6 158,645 15,879 190,169 1,501 246 881 11,283 866 
30 116,853 131,690 300,199 1,776 1,588 1,450 239,900 1,864 
16 63,452 106,588 196,813 945 1,341 821 306,294 1,370 

2 ” * * * J + + * 
91 1,294,039 149,768 6,428,028 33,681 6,352 10,273 3,876,098 14,090 
81 136,262 128,870 110,247 2,330 3,609 1,677 407,554 1,925 
32 21,2384 25,177 32,966 492 641 456 16,155 499 
26 37,167 21,097 180,218 753 360 4,126 103,731 486 
45 15,640 29,0386 6,973 396 1,461 198 3,981 382 
16 36,872 9,548 348,827 551 702 1,783 151,653 545 
22 27,348 32,087 50,781 426 677 350 126,088 416 
13 90,221 18,650 170,275 1,188 554 1,013 210,519 684 
68 239,627 205,393 900,622 2,598 2,424 2,511 499,702 8,681 
18 188,218 104,027 1,008,079 1,971 1,715 1,766 408,313 2,964 
21 162,447 112,225 1,046,131 2,384 3,184 4,316 113,047 3,065 
14 7,007 6,666 2,923 235 232 44 1,153 13 
26 142,578 31,687 369,983 2,030 485 1,665 115,219 1,518 
8 3,145 8,231 656 86 45 40 7,952 33 
9 30,447 28,608 210,345 535 424 1,436 151,193 573 
2 49,899 49,319 746,332 7847 71,537 F428 $26,660 7961 
21 8,398 16,608 12,587 250 261 129 1,485 140 
106 81,1386 174,009 489,912 1,397 3,221 1,784 83,548 2,090 
4 1,773 2,749 7,201 224 161 454 651 196 
141 1,072,567 392,289 13,398,125 4,342 7,463 15,175 6,988,128 14,872 
24 25,350 38,020 22,602 531 2,073 159 124,913 582 
4 3,496 4,918 6,326 186 267 35 86,431 13 
43 444,410 307,676 633,380 3,733 3,614 2,955 423,130 4,638 
19 51,326 8,614 250,576 513 283 1,492 388,149 641 
4 108,481 23,677 81,623 1,563 689 647 5,189 1,127 
191 1,262,196 669,272 1,220,027 12,589 22,273 2,767 1,328,792 9,181 

2 t t t t t t t t 
12 26,314 27,080 37,740 505 612 257 47,684 441 
5 4,464 6,866 4,617 119 365 54 560 85 
28 109,593 81,190 161,836 1,617 1,335 992 56,790 1,369 
bs | 511,584 75,482 253,254 5,213 2,203 1,585 803,932 4,074 

1 “« 7 we * * * + * 
19 $149,109 $17,208 $117,396 $408 §1,752 §672 §2,257 §888 
62 85,190 153,859 348,278 2,074 4,165 1,746 209,597 2,082 
16 216,933 39,933 100,085 2,809 1,209 1,046 74,097 1,777 
20 28,119 35,867 5,346 724 1,782 285 4,992 442 
30 70,115 68,829 158,922 1,136 2,348 1,342 60,866 956 
18 4,740 4,303 15,487 178 260 1,095 392 79 
1,508 8,270,694 4,342,563 30,787,634 106,647 100,510 82,082 19,485,675 100,761 
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NATIONAL BANK TRUST ASSETS UP 11% 


The Comptroller again points out 
that current market values are not— 
and cannot be—reflected in the trust 
figures, because of the various methods 
of carrying values. However, the fig- 








Table II 

Classification of Trust Investments 

Type Amount Percent 
LS eee $17,940,895,275 65.27 
Stocks 6,391,965,921 23.25 
Real Estate 

Mortgages _. 1,162,289,513 4.23 
Real Estate - 911,940,608 3.32 
Miscellaneous 1,081,690,556 3.93 

Total _........._$27,488,781,873 100.00 





ures from year to year are comparable 
as there have been relatively few changes 
of system within individual organiza- 
tions. The total trust department assets 
included $30,738,000,000 in agency, 
escrow and custodian accounts involv- 
ing no discretionary supervision by the 
various departments. The report cited 
88 common trust funds in operation in 
78 banks with total dollar volume of 
$277,000,000 as of December 31, 1954, 
compared to $214,000,000 a year earlier. 


Use of fiduciary facilities of national 
banks by individuals has shown a sub- 
stantial growth, the Comptroller stated. 
As of October 3, 1928, there were 53.- 
853 accounts being administered, where- 
as at the end of 1954 national banks 
were administering 289,189 private, 
court and agency accounts. In 1953 the 


total was 271,704. 


A tabulation of national bank trust 
departments having over $70,000,000 
assets at carrying values reflected an 
aggregate of $40,746,000,000 in 71 
banks. Of the 1,503 national banks ex- 
ercising fiduciary powers, therefore, 
4.7% were administering 85% of all 
the fiduciary business of national banks. 
These figures represent little change per- 
centagewise from last year, when 4% 
of the trust departmentts were admin- 
istering 84% of the business. 











Table III 
Trust Assets 
Investments ——  _____ $27,488,781,873 
Time deposits 513,316,270 
Demand deposits 1,064,549,674 
Other assets* _.._.___..__ 18,872,021,218 
Total $47,938,669,035 
*Ep. Note: Largely agency, escrow, custodian 


and corporate accounts. Some banks report these 
under “investments,” others under “other assets.’ 


TRUSTS AND ESTATES 
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12th District Surveys Trust 
Departments 


Operating ratios for income and ex- 
penses for 24 trust departments which 
participated in the 1954 annual survey 
conducted by the California Bankers 
Association are contained in the accom- 
panying tables, released by the Federal 
Reserve Bank of San Francisco, and 
show net earnings before income taxes 
to be 14.5% of total income. 


Table I shows items of income and 
expense distributed as a ratio of total 
income from all trust sources, while 
Table II (for a smaller number of 
banks) shows income and expense dis- 
tribution in terms of the income from 
each type of trust account. Ratios were 
constructed by averaging the ratios of 
individual trust departments. 


In this survey, the banks as a whole 
reported private trusts as their main 
source of income, the only group not 
conforming to this pattern being trust 
departments with less than $100,000, 
where court trusts made up more than 
50% of total income. As might be ex- 


these averages by an individual institu- 
tion may indicate either favorable or 
unfavorable operating conditions, and 
should be judged only after careful 
analysis of the differences, the FRB 
Research Department points out. 


A A A 


Trust Earnings, Assets in State 
Banks and Trust Companies 


Trust department earnings in state 
banks and trust companies of Maryland 
for the calendar year of 1954 amounted 
to $3,723,365, Bank Commissioner W. 
H. Kirkwood, Jr., has reported. This is 
slightly less than the $4,076,894 of the 
previous year. 


Assets under administration by trust 
departments of state banks and trust 
companies in California as of June 30, 
1955, totaled $2,213,264,000 represent- 
ing an increase of 8.47% over the pre- 
vious year. 

Of this amount, $1,860,677,000 was 
in private accounts and $352,587,000 
was in court accounts. Held as executor, 
administrator, etc. was $406,886,000; 
trusts held under special agreement 


of the Commissioner of Banks. Of this 
amount, $583,464,000 was invested in 
federal, state and municipal bonds; 
$311,087,000 was in other bonds; and 
$955,884,000 represented stocks, 


Liabilities in fiduciary accounts of 
six trust companies in Michigan as of 
June 30, 1955, were $36,893,615, Com- 
missioner Maurice C. Eveland has re- 
ported. Amounts for fiduciary accounts 
in Michigan state banks are not included 
in the report. 


Trust funds in state banks and trust 
companies of Pennsylvania stood at 
$4,126,947,584 on June 30, 1955, the 
Department of Banking has reported. 
This represents a gain of six per cent 
since the $3,891,037,926 of the previous 
year. Corporate trusts for June 30, 1955, 
were reported to total $4,372,217,604, a 
three per cent rise from last year’s 
$4,242,638,321. 


Assets under administration by trust 
departments of 2 state banks in Oregon 
amounted to $18,124,124 at the end of 
1954, compared with $18,679,219 a 


year earlier. 







































































































































































° s ‘ “s a 
“a pected, _wages and salaries constituted came ws $409,826,000; and “other lia The amount represented by court 
ofp tte, major expense item for all groups, bilities,” including escrows, safekeeping, tyysts increased to $3,867,625 in 1954 
" with overhead being more pronounced _ etc., accounted for $1,381,230,000. as against $3,551,425 in 1953. Personal 
for the smaller departments. Assets under administration by 43 _ trusts, however, at $13,079.544 were 
Pr. 9 9 ° $ 
' The ratios given in these tables repre- trust companies in Massachusetts slightly less than the $13,331,321 of 
sent the composite experience of a_ reached a total of $1,979,937,000 as of 1953; and the corporate trusts item of 
1 group of banks and are not to be taken June 30, 1955, a gain of 9.8% over the $686,493 did not quite come up to the 
3 ‘ as an ideal. Substantial departure from previous year, according to the report $696,339 of 1953. 
re- 
- TABLE I. TABLE Il. 
INCOME AND EXPENSES AS A PERCENTAGE OF INCOME AND EXPENSES AS A PERCENTAGE OF 
te, TOTAL INCOME OF ALL ACCOUNTS TOTAL INCOME IN EACH ACCOUNT 
he Classification by size in thousands Court trust |Private trust | Corporate trust All 
Under | $100- | 9300- | Over All | Your Item its its accounts accounts 
Item $100| $299 | $750 | $750 | banks! bank Six | Your | Six |Your | Six | Your | Six 
Number of banks 5 6 6 7 2h banks | bank bank | banks | bank | banks 
ist INCOME 2/ 
00 From court trusts: INCOME 
Probate estatesercccccccscsscccececce| 1702 | 195] 22.5 | 16.6] 18.9 From court trusts: 
an Trusts under decree.ss.sesee Ren ES 16.1| 16.7 21,4) 164 Probate estates....cssceeceess 48.4 
CANAD recccctesccccsecessecce| “20k | 3591 352 2.8] 726 Trusts under decree.....+++++6 43.8 
71 Other court trustSsccoccccccccccccece wre 0.3 0.4 0.7 0.7 Guardianships...ssccsseceesess 6.6 
Total court trusts...cssssceseesees 50.3] 39.8) 42.8) 41.5) 43.6 Other court trusts..+.+.s+.+0e 1.2 
x= From private trustst Total court trusts.....see e 45.1 
Trusts under agreement.......ssssseee 27.6 | 36eh| 35.0] 22.5] 30ck Bag ic per treme 
e, Agency and CUstodyssseccecscsecesece +L 4.8} 20.71 32,2 | 22.8] 35.1 rusts under agreement..+.++++ 69.3 
Total private truste......ccocece [32m] 57.1) 47.2 | 45.3) 45.5 Agency and custodyss..+.+seee 20-7 
all Fron corporate truste: Total private trusts.....ss. 44.8 | 
Trusts under indenture.....+.s+. ocol Bhd BO 3801 24) 8h on an See 
Ss. Stock transfer and registration eecce ° 4.1 1.2 6.2 79 ho9 poy under indenture... ++. 32.3 
Other corporate trust accounts...... 12-1 0.0 On 1? 3 tock transfer and registratia) 49.5 
T- Total corporate trusts..s.ssssseees 17.3] 3.1] 10,0] 13.2) 10.9 “a cae 18.2 13 
7 ma rr 10020 1.00201 0020- 200.04 100.8 TOTAL INCOME. ...sseecceeee WOO TOO 100.0 100.0 
Salaries and wages: EXPENSES 
n- NL Aashsecneuesanssnessesaceaan 36.2 | 23.6) 19.7] 16.7] 24.0 Salaries and wages.....eserssses 63.b 69.5 69.3 65.1 
CMR chethadakcnbededessinesseaecn 29.7 25.3 35.4 41.0 32.9 Employee pensions and retirements 2.0 2.2 1.6 1. 
Total salaries and wageS......seeee 65.9 BB.9 | abel 57.7) 56.9 Social security programs.....++s 1.1 1.2 1.3 1.2 
Employee pensions and retirements...... 3.0 . 1.8 2.8 2.7 Personnel insurance....sccecesss 0.5 0.6 0.7 0.6 
—_! Social Security programs..sesesesesses e 1.0 1.2} 0.9 0.9} 1.0 Occupancy of quarters..cessseses 5.5 6.0 5.5 5.5 
Personnel insurance....sscscecsecess coe 121 0.7 0.6 0.7 0.8 Furniture and equipment.......+. 1.8 2.5 2.3 2.1 
Occupancy of quarters...scececscscecees 5.7 31] 4el 46] beh Postage and supplies.......s+++ 2.5 3.6 2.8 2. 
ture and equipment...sscecescsseee 1.9 0.7); 1.3 1.9] ld Telephone and telegraph......+++ 1.2 1.2 1.4 1.2 
Pos and RARER ERR ee 201 22 28) 2.7 Advertising. .osserecsesseceseres 204 1.6 0.5 1.8 
s Telephone and telegraph.......sseseses ol at 0.7} 0.9 1.0} 0.9 Directors' and trust 
i3 race cntieicsenaciecennd 2.5} 1.6] 15] 1a} 107 Committee £e08..+.++sseseeeees 0.6 0.8 0.6 0.7 
10 Directors' and trust committee fees....| 1.2 0.9} 0.8 0.3} 0.8 Legal and professional fees.....| 5 0.5 0.9 0.5 
Legal and professional fees.....seeee cof 0.9] 0.7] Och | Och 006 Information services...s++++++. +| 046 0.7 0.7 0.7 
14 Information services....eeseeees sasccanl Oar 0.8] 0.5 0.3| 06 Examinations.++e+sseseseesseeees 0.3 0.4 0.3 0.3 
13 Examinatdons..cccceccccsesees pabacsans 02 0.5] 0.3 0.3} 0.3 Other direct expenses......+++++ 2.5 3-1 2.7 268 
Other direct expenses.cessscecccceecece 1.7 2.1| 2.6 3.21. 24 8409 93.9 90.6 87.3 
Zs nme bo one "3656-87 SPT St Ciéd|:«(vorhnead... sss eeceesecesseeesens 7.8 9.2 8.2 8.2 
OVOENNER 3 ccsusrsccestenssoeses ate of 33,63 4.31 6.5 9.0] 8.3 TOTAL OPERATING COST....++. 92.7 103.1 98.8 95.5 
35 TOTAL OPERATING COST.....seseeee ~[ou.2 | 7.31 79,5 | 87.0] 8545 TRUST DEPARTMENT NET EARNINGS 
TRUST DEPARTMENT NET EARNINGS —— (before income taxes)......+0e 763 -3.1 1,2 4.5 
an (before income taxes).ssccsccccccecsse| —he2 | 287) 20.5] 13.0] eS 
se 
egg *Items within each classification are adjusted to compensate for those trust departments which did not give a breakdown on these items. 
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Proposed Regulations on Qualified 
Plans 


HE LONG AWAITED PROPOSED REGU- 

lations on sections 401-404 of the 
1954 Internal Revenue Code were filed 
with the Federal Register on August 
31st, and published September 1, 1955. 
Under the terms of the Administrative 
Procedures Act, the public is given a 
period of 30 days in which to present 
its views on the Regulations. In this 
article we discuss briefly the major 
changes between the existing and pro- 
posed Regulations, particularly those at 
variance with existing rulings and 
practices where the Code itself has not 
been changed, in order that our readers 
may consider the desirability of protest- 
ing any of the proposed Regulations 
within the prescribed period. 


These changes involve provisions re- 
garding qualification of pension and 
profit-sharing plans, deductibility of 
contributions under qualified pension 
plans, taxability of benefits to em- 
ployees, and the provision regarding in- 
formation to be filed each year. 


Elimination of definite formula 


The most important change in profit- 
sharing plans is the elimination of the 
requirement of a definite formula in 
order to qualify. In lieu of this require- 
ment the proposed Regulations read “A 
plan (whether or not it contains a 
definite predetermined formula for de- 
termining the profits to be shared with 
employees) does not qualify under sec- 
tion 401(a) if the contributions to the 
plan are made at such times or in such 
amounts that the plan in operation 
discriminates in favor of officers, share- 
holders, persons whose principal duties 
consist in supervising the work of other 
employees, or highly compensated em- 
ployees.” After eight years of almost 
continuous reversals in the courts with 
Lincoln Electric Company, Produce Re- 
porter, McClintock-Trunkey Co.* etc., 
the Commissioner has thus admitted that 
his insistence on a definite formula was 
untenable. 


*See Pension and Profit-Sharing Digest in 
T.&E. Jan. 1955, p. 60. 
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PENSION and PROFIT SHARING DIGEST 


SAMUEL N. AIN 


While it is not to be expected that all 
existing plans will immediately elim- 
inate their definite contribution com- 
mitments, this change in official attitude 
will no doubt accelerate the growth of 
profit-sharing plans, particularly in the 
smaller and closely-held corporations 
for, in addition to greater flexibility of 
contributions, no information as_ to 
profits of the employer would need be 
disclosed. 


Integration under 1954 Social Security 
Amendments 


The previous Regulations merely 
set forth the principles of integration 
and left it for rulings and releases to 
give the details with respect to differ- 
ent types of benefits or to subsequent 
changes in the Social Security Act. The 
proposed Regulations set forth the in- 
tegration limits under the 1954 Social 
Security Act. The proposed integration 
rule limit is 3714% on plans integrated 
at $4,200 and corresponds to the 3714% 
limitation at $3,600 under Mimeograph 
6,641. Plans which integrated under 
previous rulings need not be amended. 


The important change in the integra- 
tion principles proposed from those in 
Mimeograph 6,641 is the amount of the 
social security benefit which it is as- 
sumed the employee pays for himself. 
In Mimeograph 6,641 it was 614%, in 
Rev. Rul. 13 it was approximately 12% 
whereas the proposed Regulations pro- 
vide “ * * * and the proportion of such 
total benefits which is attributable to 
employee contributions is considered to 
be approximately 20 per cent of such 
total benefits.” The proposed regulation 
is more readily supportable on theoreti- 
cal grounds than Mimeograph 6,641 or 
Rev. Rul. 13 in this regard. 


While the implication is clear that as 
the employee contribution rate under 
the Social Security Act increases there 
will be an upward revision in this per- 
centage and therefore a reduction in the 
social integration limits, it is reasonable 
to expect that a plan which integrated 
with Social Security before any partic- 
ular set of amendments will not be re- 
quired to conform to changed integra- 


tion requirements resulting from such 
amendments. It may be noted that in 
one respect existing rules would be re. 
laxed, i.e. it would be permissible to 
use the average annual compensation 
over the highest five consecutive years. 


Employee tax treatment on distribution 
of annuity-with-insurance contract 


Existing regulations on the distribu. 
tion from a qualified trust of a contract 
containing both insurance and annuity 
characteristics, would exclude from in. 
come at such time that portion which 
could not, under any circumstances, be 
used for continued insurance. (See Mi- 
meograph 6,641 and P. S. No. 66.) The 
proposed Regulations would tax the en. 
tire value of such a contract at the time 
of distribution except for that portion 
of such contract which is irrevocably 
converted into a contract without life 
insurance within the period prescribed 


in Section 72(h), 60 days. 


This change would clarify and simp- 
lify for both beneficiaries and trustees 
the heretofore elusive tax provisions af: 
fecting such benefits. The extent to 
which insurance companies would offer 
such conversions and the basis therefor 
would determine whether the proposed 
change is as favorable to the beneficiary 
as the existing rule. 


Information to be filed 


Most of the information to be fur- 
nished by employers claiming deduc- 
tions is virtually unchanged. The com- 
plete information called for by the old 
39.23(p)-2 for two consecutive years 
would need to be filed for only one 
year if the plan, instruments, methods, 
factors and assumptions remain un- 
changed. 


It would now be required, under 
1.404(a)-3(c), that the method used to 
determine the amount deductible on ac- 
count of contributions under a pension 
plan “*** be shown in a statement at- 
tached to the return for the first taxable 
year for which a deduction is claimed. 
The method so adopted shall be used for 
the taxable year and all succeeding tax- 
able years unless approval of a change 
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in method is obtained from the Com- 
missioner in accordance with Section 
446(e) and the regulations thereunder. 
Such approval will not be granted for 
(1) any taxable year after the time pre- 
scribed by law for filing the return for 
such year (including extension thereof) 
has expired, or (2) any taxable year 
with respect to which the taxpayer 
claims that a payment or part of a pay- 
ment in a prior year is a carryover 
available as a deduction under Section 
404(a)(1)(D) for the taxable year or 
any succeeding taxable year.” 


Clauses (i), (ii) or (iii) of Section 
23(p)(1)(A) of the old Code were 
never interpreted as requiring an elec- 
tion on the part of the taxpayer. While 
from the Commissioner’s point of view 
(and under some circumstances, involv- 
from the taxpayer’s 
point of view) an election may be de- 
sirable, it is difficult to read the re- 
quirement for it in the Code. The pro- 
posed Regulations imply that once a 
contribution is made, the basis for its 
determination becomes an “accounting 
method.” However. the choice of (A), 
(B) or (C) under 404(a) (1) relates to 
a maximum deduction and not a choice 
of “accounting method.” Furthermore, 
if the Code requires a choice of (A), 
(B) or (C) of Section 404(a) (1) (A), 
which choice must be adhered to, then 
in discussing carryovers under (D) 
which reads “Any amount paid in a 
taxable year in excess of the amount 
deductible in such year under the fore- 
going limitations shall be deductible in 
***” (underlining supplied) should at 
least read “*** under any one of the 


foregoing limitations***”, 


ing carryovers, 


The proposed Regulations also cover 
the following new provisions in the 


1954 Code: 


1. Taxability of beneficiaries and 
deductibility of employer contribu- 
tions under trusts which could qualify 
under 501(a) except for their being 
foreign situs trusts. 


2. Taxability of beneficiaries un- 
der certain employee’s trusts under 
agreements entered into prior to 
October 21, 1942. 


3. Deductions for contributions to 
a profit-sharing plan of an affiliated 
group. 


4. Contributions to a fund estab- 
lished during a period of government 
seizure. 


5. Distributions during 1954 from 
a qualified fund established by a 
compensation which was completely 
liquidated before the 1954 Code be- 
came effective. 
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Supervision of Pension Trusts 


by F.R.B. 


HE SUPERVISORY ROLE OF THE FEp- 
as Reserve Board over pension 
trusts administered by national banks 
and State banks, who are members of 
the Federal Reserve System, was de- 
scribed by Vice Chairman C. Canby 
Balderston 
Sub-committee on Welfare and Pension 
Funds of the Senate Committee on 
Labor and Public Welfare on July 20 


last. 


in a statement before the 


Periodic examinations are made by 
Federal Reserve examiners of the Trust 
activities of some 1,500 National banks, 
which have been authorized by the 
Board of Governors to engage in trust 
activities of 636 State member 
banks which are members of the Fed- 
eral Reserve System and exercise trust 
powers. The examination procedure 
and standards applied by the examiners 
was outlined by Mr. Balderston: 


“The Federal Reserve System’s 
trust examinations include investiga- 
tion into bank practices and policies 
related to pension trusts. They are 
sufficient in scope to determine 
whether there is compliance with the 
controlling trust instruments and the 
requirements of applicable laws and 
regulations, including those of the 
Internal Revenue Service. The exam- 
iner’s attention is directed particu- 
larly to those trust arrangements 
that give to the trustee bank admin- 
istrative discretion. In such cases, he 
reviews the administration of the 
trusts in the light of the requirements 
and laws, and of accepted trust prin- 


and 


ciples and practice. Investments in 
securities of employer corporations 
are given special scrutiny to deter- 
mine (1) whether such investments 
are required or permitted by the in- 
strument creating the trust, and (2) 
whether the required disclosure of 
intention so to invest has been made 
to the Internal Revenue Service so 
that it may determine whether the 
trust is administered for the exclu- 
sive benefit of employees. 


“The examiner takes note of ob- 
served departures from accepted 
principles, and of violations of applic- 
able provisions of trust instruments 
or law. His report is made available, 
not only to the appropriate bank su- 
pervisory authorities, but also to the 
directors of the bank examined.” 


The general view of the Board with 
respect to pension and welfare trusts 
was stated by Mr. Balderston: 


“**** the Board recognizes that 
pension and health and welfare funds 
are growing rapidly in volume and in 
significance. The very magnitude of 
these funds tends to create trouble- 
some problems. To a considerable de- 
gree the possibilities of abuse stem 
from the provisions of the trust in- 
struments themselves. ; 


“In our experience, the administra- 
tion of pension funds by trustee banks 
has been competent and conscienti- 
ous.” 


Some Comments on Equity 
Investments 
N INTERESTING DISCUSSION OF ITS 
attitude toward equity investments 
and variable annuities appears in the 


37th Annual Report as of December 31, 
1954 of The Church Pension Fund of 
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the Protestant Episcopal Church in the 
United States. 


This Fund, which has been operating 
since 1917 and which has assets in ex- 
cess of $63,000,000 is paying age, disa- 
bility, widow’s and orphan’s benefits on 
behalf of some 2,800 clergymen or their 
survivors. Its annual income currently 
exceeds $614 million and its annual rate 
of benefit payments exceeds $2,800,000. 


In 1954 the amortized yield on the 
year-end book value of its investments 
was 3.49%, the best yield since 1936 
and nearly 0.75% more than the rate of 
interest assumed in the actuarial valua- 
tion of its liabilities. New investments 
during 1954 were at a 3.7% yield. The 
Fund’s investments were distributed as 
follows: 


Bonds 76.42% 
Preferred Stocks — 11.55 
Common Stocks __ 12.03 


In discussing the attitude of the 
Fund’s trustees toward common stock 
investments the report emphasizes very 
strongly that investment policy of the 
Fund must be oriented to assure the 
certainty of the payment of benefits as 
they fall due. To do this the Trustees 
feel that it is necessary to assure that 
at all times resources allow a margin of 
safety over the liabilities of the Fund 
and that this can be done only by hav- 
ing an investment program, the value 
of which and the income from which 
fluctuate within relatively narrow limits. 


With this view of the Fund’s respon- 
sibility to emphasize certainty of bene- 
fit payments and its wariness of vaga- 
ries of the market, it is not surprising 
to find that the Fund considers variable 
annuities as unsuitable in helping it 
meet its objectives. The report states, 
in effect, that, while a member of a 
contributory pension fund may elect to 
gamble with his own money by choos- 
ing to participate in the variable an- 
nuity part of a pension plan, such a 


gamble is not desirable in this, a non- 
contributory plan. 

As to the arguments of some pro. 
ponents of variable annuities that the 
future course of common stock can be 
predicted from the record of the past, 
the report states the “*** argument and 
figures express in considerable degree a 
‘wisdom by hindsight’ which is a com- 
mon temptation in times when the 
weather is fair, especially in appraising 
common stock behavior.” 





Capitalabor Team 
DUPONT CONFUTES KARL MARX 


A remarkable publication by E. I. du 
Pont de Nemours & Co. — The Story of 
Creative Capital — describes in words 
and pictures the manner in which the 
American people achieved Karl Marx’s 
objective of ownership by the people not 
by becoming a nation of socialists, but 
by becoming a nation of capitalists. 

The brochure points out that if mass 
production symbolizes America’s unparal- 
leled economic development, it is mass 
capitalism that has made it possible, and 
directly or indirectly, nearly every adult 
American has become a capitalist. It ex- 
plains that savings, like men, become 
productive only when purposefully em- 
ployed, and that the creative function of 
competitive capitalism is channeling 
money to that critical place where it can 
be put to work most usefully. It cites the 
facts that the modern workman produces 
as much in one hour as his 1850 coun- 
terpart did in five, and that tools now 
provide 96% of the energy used in manu- 
facture compared to 26% in 1850. 
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First capital was largely the simple tools 


man could make by hand. 

The reader of this booklet becomes 
aware of the indirect owner of industry 
— the person who owns an insurance 
policy, a savings account, mutual funds 
shares, or is a beneficiary of a trust. The 
article states that “banks as trustees of 
personal funds account for more institu- 
tional stock holdings than all other 
groups combined. Personal trusts have 
$37 billion in stocks,” compared to $9 
billion insurance holdings and $6.5 bil- 
lion in mutual funds. Other group stock- 
holders mentioned are charitable insti- 
tutions (139 get income from duPont 
stock), libraries (30 among duPont stock- 
holders,) hospitals (216 for duPont) and 
fraternal organizations. This booklet is 
well worth getting, reading and passing 
along. 











Chart shows how rising investment has been 
accompanied by rise in purchasing power 
of wages. 
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Getting the Most Taxwise 





HOW TO ARRANGE LIFE INSURANCE 


EDWIN G. DAVIES 


Manufacturers Life Insurance Co., Los Angeles 


T FIRST GLANCE WE ASSUMED THE 
selon of the premium pay- 
ment test for estate taxation of life in- 
surance was a simple answer to many 
problems. But what plan could we use 
to make policies now in force tax free 
and to eliminate taxes on new life in- 
surance purchased after the passing of 
the 1954 legislation? To pinpoint the 
problem the following are the points we 
want to accomplish: 


1. In order to make new or old life 
insurance tax free the policies must be 
owned by someone other than the in- 
sured and there must be for all practical 
purposes no chance that the ownership 
will revert to the insured. 


2. During the lifetime of the insured 
when premiums are paid it is important 
that the annual gift tax exemptions be 
available. 


3. Upon the death of the insured the 
proceeds of the policies should be within 
reach of the executors of the insured to 
be used for the payment of estate and 
inheritance taxes if the insurance was 
provided to prevent forced liquidation 
of the estate to meet these taxes. 


The solution to these problems should 
be considered under two main head- 
ings: 1. The large estate; 2. The small 
estate; and the sub-headings in each 
case: (a) Old insurance; (b) New in- 
surance. 3. Does the family include 
minor children? 


The Large Estate 


Here in most cases the life insurance 
is needed to pay estate and inheritance 
taxes. The solution can disregard the 
ages of the children. 


Old and new policies are dealt with 
in the same manner. New insurance can 
be applied for by the insured on his 
own life or by his wife or adult children 
if they exist. Once the new insurance is 
issued, it and the old insurance are dealt 
with as follows: 


The owner of the policies — let us as- 





Condensed from address 


before 1955 
Dollar Round Table Meeting. 


Million 


SEPTEMBER 1955 


sume that it is the insured himself — 
will have his attorney draw a trust which 
will be immediately executed. The trust 
plan will follow the terms of the in- 
sured’s will, probably making use of 
the same trustees. Then two steps are 
taken in connection with the insurance 
contracts: 


Step No. 1. The owner of the policy 
or policies will then make this trust the 
beneficiary of the policy or policies. 
Note: the policies are not assigned to 
this trust. The trust is merely made the 
beneficiary of the contracts. The trustees 
will have no rights in connection with 
the contracts during the lifetime of the 
insured. The purpose of the trust is 
limited to receiving the proceeds of the 
policies upon the death of the insured. 
The trustee is not named irrevocably. 
Any owner or future owner of the con- 
tract can cancel this beneficiary desig- 
nation during the insured’s lifetime. 


Step No. 2. The owner of the con- 
tract or contracts will then assign them 
to the insured’s wife, or to the insured’s 
children. The policies will be assigned 
to the children where it is important to 
keep the proceeds upon the death of the 
insured from being taxed upon the wife’s 
later death, and assignment to the chil- 
dren is the usual procedure in the large 
estate cases. 


When there is more than one child, 
each policy should first be replaced by 
as many contracts as there are children 
to whom the policy is to be assigned. 
This is accomplished by merely dividing 
the old contract into several contracts. 
These contracts are then made payable 
to the trust following the procedure in 
Step No. 1, and then one policy is as- 
signed to each child following Step 
No. 2. The child’s issue are named con- 
tingent owners of the contract assigned 
to each child; and if no issue survive, 
the child’s brothers and sisters are con- 
tingent owners. Where minor children 
are to be the new owners of the policies 
assigned to them, a guardian should be 
appointed who is not related or sub- 
ordinate to the insured. 


The trust instrument actually creates 
several separate trusts, one for each 
child or the issue collectively of a child 
who predeceases the insured. The income 
from each trust is paid to the child or 
the child’s issue for whom it was 
created. The distribution of principal to 
the child follows the terms of the in- 
sured’s will. 


A clause in the trust to take care of 
the mechanics of allocating the insur- 
ance proceeds to the proper trust could 
read as follows: 


“If the proceeds of any life insur- 
ance contract are received by the trus- 
tees of the trusts created hereunder 
said proceeds shall be allocated to the 
trust provided hereunder for the child 
and issue of the child who during the 
lifetime of the insured possessed the 
legal incidents of ownership in the in- 
surance contract from which these 
proceeds are derived.” 


Smaller Estate Cases 


Where it is desirable that the in- 
sured’s wife be the owner of the con- 
tract, as in the smaller estate cases where 
income from the insurance proceeds 
might be necessary for her maintenance 
and support if she survived the insured, 
then: 


(a) The trust instrument would 
create one trust only if she survives the 
insured. 


(b) The income from this trust 
would be payable to her. 


(c) She should have power to dis- 
pose of the trust principal upon her 


death. 


Accomplishments of Plan 


The key of this solution is the separate 
treatment of the beneficiary designation 
and the ownership designation, and the 
naming of contingent owners to eliminate 
the possibility of better than a 5% re- 
versionary interest in the insured. Un- 


der this plan: 


1. The proceeds of the life insur- 
ance at the time of the insured’s death 
will be free of Federal Estate tax sub- 
ject to any argument regarding contem- 
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plation of death which we’ll deal with 


to allow such investments in assets of 


the policies would occur unless instigated 


ar 
later. This is true because the insured _ the deceased’s estate, investments which by the insured. The child, guardian for uift 
has assigned the ownership of the poli- probably could not be made by a guar- the child, or wife, had little or nothing Jj, 3 
cies on his life, naming contingent dian wi.ere the proceeds were payable to do with the establishment of this City 
owners, and jhas thus divested himself directly to a minor child. Even where plan and they are not called upon to § jor; 
of all incidents of ownership in the con- the proceeds were payable directly to pay the premiums. So far as they are § jis 


tracts. 


2. The proceeds of the policies pay- 
able at death to trusts created for the 
benefit of the respective owners of the 
contracts will be available in the hands 
of the trustees who can purchase assets 
from the deceased’s estate or loan cash 
to the deceased’s executors, who can 
then use the money for payment of taxes. 
The trust powers will be broad enough 
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an adult child, there is no certainty that 
the money would be made available. 

3. Large sums of money represented 
by the insurance proceeds will not be 
paid to children at relatively young 
ages. Instead this money will be in- 
vested by the trustee handling the in- 
sured’s estate, and the principal will be 
distributed to the children when they 
are mature enough to invest it wisely. 

4. If the insured or someone else 
pays the premiums on policies assigned 
to the children, whether they are minors 
or adults, the annual gift tax exemp- 
tions will be available because the child 
or independent guardian for the child 
or the spouse has complete control of a 
separate policy, the ownership of which 
has been assigned to the child or spouse. 
Although these policies have been made 
payable to a trust, the child or guardian 
for the child or the wife, as the case 
may be, could change this beneficial 
designation at any time during the in- 
sured’s lifetime. Also, they could borrow 
the cash values from the company and 
in general exercise any incident of 
ownership in the contract. Under these 
circumstances the assignment of owner- 
ship or the payment of premiums after 
assignment does not constitute a gift of 
a future interest. 

As a practical matter it is most un- 
likely that any change of beneficiary 
from the trustees or any borrowing from 


concerned, the plan is one of their par- 
ent’s creation for which they have no 
responsibility and the plan will probably 
continue without interference. A child 
would be foolish to interfere with the 
plans of a parent who could disinherit 
him and is probably already contribut- 
ing, or prepared to contribute, substan- 
tially to the child’s present and future 
welfare and happiness. 


The same reasoning holds regarding 
cash values. If minor children are in- 
volved, the insured can borrow the cash 
values in the contracts if they are large 
enough to be a consideration before as- 
signing the contracts. The future cash 
values will, of course, not be available 
until the children become of age, but this 
usually is not too long a period. 


When the children are of age, we 
again have our practical reasoning. 
Would a child refuse to cooperate with 
a parent, who has an estate and from 
whom the child is probably receiving 
some financial help, by borrowing cash 
values in policies assigned to him under 
the plan and loaning or giving the money 
to the parent? The answer has been 
“No,” from every parent we have talked 
with so far. 


Contemplation of Death 


Will the payment of premiums by the 
insured on policies which have been 
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transferred to another owner constitute 
gifts in contemplation of death? Oliver 
J. Neibel, former instructor at Kansas 
City School of Law, writing in Uni- 
versity of Kansas City Law Review has 
this to say: 


“If one is contemplating giving 
away anything, including life insur- 
ance, in an effort to remove it from 
his taxable estate, it is wise for the 
attorney who is handling the trans- 
action to build a case before the gift 
is made. Some motive for the gift 
other than to save death taxes should 
be developed, and the foundation for 
the proof of such motive should be 
laid. There are many motives for 
making gifts that are not associated 
with death. For example: One might 
be interested in protecting his bene- 
ficiaries from his own creditors in 
the event he became financially in- 
volved, or he might desire to give 
his beneficiaries some immediate bene- 
fits instead of making them wait un- 
til after his death. Another motive 
associated with life would be to make 
gifts of insurance, thus assuring the 
protection of one’s family which would 
then permit the insured to spend more 
freely during the remainder of his 
life with full knowledge that his bene- 
ficiaries would be protected by insur- 
ance. 

“T have found that it is not difficult 
to beat the condition that a gift is 
made in contemplation of death if any 
thought is given to the question prior 
to the gift. The government loses 
about 85% of contemplation of death 
cases.” 


Another motive associated with the 
life of the insured rather than his death 
might be considered. An insured might 
also wish to transfer an asset such as 
life insurance to his children because 


of all investments the cash values in the 
life insurance are least likely to be bor- 
rowed and spent, and the insured could 
be reasonably secure during his life- 
time in the knowledge that these assets 
would be available to the children in 
case of emergency. 


These plans are not complicated, par- 
ticularly if one works with the client’s 
attorney and trust officer. 


A AA 


Estate Planning Council 
Formed in Rocky Mount 


An estate planning council was re- 
cently established in Rocky Mount, 
N. C., to include attorneys, trust officers, 
accountants and life underwriters, and 
to meet quarterly. 


Officers elected at the first meeting 
were: Pres.—H. Reavis Nelson, general 
agent, Atlantic Life Insurance Co.; Vice 
Pres.—Dewey W. Wells, trust officer, 
Planters National Bank & Trust Co.; 
Vice Pres.—Milton P. Fields, attorney; 
Sec.-Treas—Frank E. Barden, C.P.A. 


Elected to the Executive Committee 
were: Braxton B. Townsend, trust officer, 
Peoples Bank & Trust Co.; William L. 
Thorp, attorney; Sidney H. Shaw, 
C.P.A.; and Thomas W. Hicks, Equi- 


table Life Insurance Co. 


A A A 


@ Estate Planning Council of Mississippi 
has elected Alvin Word, certified public 
accountant, as secretary-treasurer to fill 
the unexpired term of Ernest J. Barber, 
who moved to Florida. 
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Variable Annuity Company 
Formed 


Variable Annuity Life Insurance Co. 
of America was licensed on August 5 
in the District of Columbia as the first 
life insurance company to make vari- 
able annuities available to the general 
public. The company has one million 
dollars in capital and surplus. George 
E. Johnson has resigned as vice presi- 
dent and general counsel of the Teach- 
ers Insurance and Annuity Association 
to become president of the new com- 
pany. 
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BUSINESS INSURANCE UNDER THE 1954 CODE 


A highlight of the annual meeting of 
the Million Dollar Round Table meet- 
ing, portions of which were reported 
last month (see p. 634) were the room- 
hopping sessions on business insurance. 
The hosts at all five sessions considered 
the effects of the 1954 Code on busi- 


ness insurance situations. 


Vincent A. Miletti, Northwestern Mu- 
tutal Life, Newark, N. J., said the simp- 
lest and most effective way of opening 
cases for revaluation is to see the client 
each year with a “recertification” certi- 
ficate in which he will certify the vaiue 
of his business for the succeeding year. 
The need for filling this in necessarily 
opens a discussion among the stock- 
holders as to what values shall be en- 
tered in the certificate. 


Mr. Miletti said that (1) practically 
all his business insurance cases are ini- 
tially closed because of the fact that a 
binding buy-sell agreement with valua- 
tion established through “arms-length” 
transaction will keep estate values down 
and (2) periodic revaluation will con- 
structively develop a never-ending 
source of new business. He discussed 
six cases he opened in 1942-47 on the 
base of (1) above. These cases pro- 
duced an opening volume of $627,000 
and initial premiums of $24,000. As of 
Dec. 31, 1954, these same cases, re- 
opened through revaluation, have pro- 
duced a total volume of insurance of 
$5,300,000 and total annual premiums 
of $218,000. Not all the $5,300,000 was 
for business purposes, since the increase 
in a man’s business interest also in- 
creases estate taxes against his estate, 
and hence more insurance is needed for 
estate tax purposes. 


It is not inconsistent to sell on the 
basis that a “beneficial” valuation will 
keep estate taxes down, even though it 
may result in selling out the decedent’s 
interest for less than its real worth, said 
Mr. Miletti. To propose an agreement 
for full value right at the start might 
well overwhelm the client. Also, many 
business partners and stockholders have 
been educated to accept a lower value 
for their business interests in event of 
death, since there is always in their 
minds the question of who would buy 
the interest. 


Peace of Mind Approach 


Harry Steiner, CLU, Equitable So- 
ciety, Chicago, stresses “peace of mind” 
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in selling stock retirement insurance, 
by pointing out that “business agree- 
ments are the solution to the business 
man’s peace of mind; funding is the 
solution to business agreements, and of 
course life insurance is the solution to 
funding.” His first step is to urge the 
establishing of a valuation basis, no 
matter what it may be, putting it in 
writing. Drafting the stock purchase 
agreement naturally leads to discussion 
of life insurance. 


Mr. Steiner told of a key-man sale 
like this: Employee “A” draws $15,000 
salary. The corporation insured his life 
for $60,000, using a combination of 
paid-up at 65 contract coupled with a 
retirement income at age 65 contract. 
The employer agrees to pay $30,000 of 
the proceeds to the employee’s family 
in any way the employee wishes, if he 
is still working for the corporation at 
the time of his death: further, that at 
retirement age he will be given a per- 
centage of his then salary in the form 
of a monthly income for 120 months, 
which will be paid to him out of the 
retirement income contract if he is 
still with the company. All this without 
cost to the employee. 


This is equivalent to telling the em- 
ployee that he is going to get free 
$30,000 of insurance protection and an 
individual retirement plan and if he 
felt this $30,000 could be a replacement 
for some of his other coverages it 
would be the equivalent of a salary 
increase, tax-free. The corporation, on 
the other hand, would have the benefit 
of collecting, upon the employee’s 
death, $60,000 income-tax free. It 
would pay out the $30,000 over a period 
of time as a business expense and the 
other $30,000 would be immediately 
added to surplus as a return for some 
of the premiums paid on which there 
was no tax deduction and a replace- 
ment of the economic loss of the key- 
man. If the employee survived to re- 
tirement age, the premiums on both 
policies would cease, income would be 
paid to the employee from the retire- 
ment income contract, and the paid-up 
policy would be collected by the cor- 
poration when the employee eventually 


died. 


Small Corporations 


Edward J. Mintz, CLU, New York 
Life, Salinas, Calif., said he has found 
the best prospects under the 1954 reve- 


nue code to be successful one- and two. 
man corporations and persons who are 
in high income and estate-tax brackets. 


Mr. Mintz said that short-term trusts 
under the new tax law particularly ap. 
peal to a parent who may be in a high 
tax bracket for a period of 10 years or 
more, after which he wants to get back 
for his own retirement purposes the 
property he has transferred into the 
trust. Often the income tax savings re. 
sulting from taking income property 
out of the top of his own tax bracket 
more than pay the life insurance which 
the trust owns on the beneficiary. 


Insured purchase agreements to pro- 
vide continuity to keep out undesirable 
outsiders, etc., have been strengthened 
and made more flexible under the new 
tax law, said Mr. Mintz. Under the old 
law, if partners owned insurance on each 
other and the survivors wanted to buy 
the insurance on each other from the 
estate of the deceased, they would be 
faced with income tax consequences of 
a transfer for value, where the trans- 
feror is a partner, a partnership or a 
corporation. Previously the uninsura- 
bility of a partner or stockholder might 
prevent an insured purchase agreement 
being adopted, even if the other part- 
ners or stockholders were insurable. 
Under the new law, the partnership 
(or corporation or partners) can buy 
old personal insurance from such un- 
insurables—so that the uninsurable can 
receive tax-free cash for the cash values 
under his policies, be relieved of future 
premium payments, and still be sure 
of being covered under the insurance 
purchase plan. This has proved a mech- 
anism for getting tax-free money out of 
a corporation when the corporation 
buys the policy from the insured. 


“In a recent case,” said Mr. Mintz, 
“our recommendation of a stock retire: 
ment plan was adopted over another’s 
recommendation of a stock purchase 
plan, with cross-ownership of the in- 
surance among the stockholders, be- 
cause a stockholder can be a transferee 
for value.” 


Partnerships 


Acceptance of a partnership in the 
courts and internal revenue rulings as 
a single body similar to a corporation 
is serving as a great assist in the solu- 
tion of buy-sell agreements involving 
more than two partners, said Harry R. 
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Schultz, CLU, Mutual Life of New 
York, Chicago. With this entity theory 
gaining in stature, the relationship be- 
tween it and the funding of partner- 
ships with life insurance will become 
of increasing importance,” he said. 


Most agents, said Mr. Schultz, are 
guilty of thinking of partnership busi- 
ness only in terms of buy-sell agree- 
ments and often completely overlook 
situations in which two partners invest 
considerable money in a new product 
and bring in an expert from the out- 
side to handle the new venture. In a 
corporation he would be a key-man. In 
a partnership he might be called a 
“partner in fact.” Covering such men 
also leads to personal business as well. 


Imagination 


Paul W. Cook, CLU, Mutual Benefit 
Life, Chicago, described four cases in 
which business insurance was “im- 
agined” into being: 


1. The corporation’s management 
was told about the desirability of in- 
surance on the management but the 
real thing that sold the insurance was 
the desire of the management team 
(composed of second and third genera- 
tion survivors of the founders) to have 
a reason for not paying out large divi- 
dends. 


2. A corporation president borrowed 
a million dollars. He was the principal 
stockholder and was so impressed with 
the fact that if there should be any 
shrinkage it would be in his net equity 
that he bought life insurance to cover 
the loan. 


3. An uninsurable man of wealth, 
though he’d given his wife most of his 
property, still had left an estate so big 
that it took all the ready cash plus a 
large loan to pay the estate tax when 
he died. The whole estate would have 
been wrecked if the widow had died 
any time soon thereafter. Substantial 
insurance was placed to cover the tax. 


4. A corporation had a plan under 
which senior executives became eligible 
for a retirement contract prior to age 
55, at which age a death benefit for the 
wife was added. The corporation had 
been insuring these death benefits on a 
life paid up at 65 contract for those who 
had qualified, as they reached age 55. 
It was not hard to show that if these 
men were to be insured, the sooner 
they could be covered the better, and 
in the meantime the employee could 
pay the insurance on the split-dollar 
basis. 
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“| buy by brand 
In the long run, 
more for your money— 
“That's the only way to buy insurance, too. 


After a fire or other loss it 1s much ge assailant 
i i de ao mistake. !ha 
find out if you have ma 


i i i hat 
+ least twice a year and take his professional advice on W 
at le 
tion we really need. 

types of protec : 
“On his recommendation, ovr home, car ond other ia ro] 
insured by The Home Insurance Company. It's o per tosh vee 
company and that's important to us. We may ete . 
but if we should, we'd rather be dealing with The Home. 


ond real peace of mind.” 


| have found, you get 
make fewer mistakes. 

















“It's quality insurance— 


Now, See Your HOMEtown Agent 


THE HOME 


Susu CentC€e CG OM fQOMNY’ 


New York 8, N. , * 


This advertisement 


tells your 
customers about 
the value of 


ORGANIZED 1853 


quality protection. 





Home Office: 59 Maiden Lane, 
i FIRE « AUTOMOBILE - MARINE 
— ene The Home Indemnity Company, an affiliate, writes 
“_ Casualty Insurance, Fidelity and Surety Bonds 


s and brokers 


helps keep your 





A stock company represented by over 40,000 independent local agent 


community on a 








sound financial 
basis is of interest 
to the bank. That’s 
why, so often, the 


This advertisement 
appears in color in: 
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Better Homes and Gardens- 
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your HOMEtown 
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HOW BANKS “SELL” LIFE INSURANCE 


The advertisements reproduced here represent just a samp- 
ling of the many banks throughout the country that have 
been emphasizing the value of life insurance in estate plan- 
ning as well as raising the stature of the underwriter in the 
eyes of the public. Although this type of advertising has 
been done for a quarter century or more, in recent years 


there has been a marked trend toward it, as evidence of a 
spirit of cooperation between the trust and insurance fra- 
ternities and impartial advice of real value to the customer. 
In some instances, the ads are part of a series on coopera- 
tion with underwriters or all members of the estate planning 
team. Generally, they appear in newspapers. 








A MESSAGE OF IMPORTANCE 


To Our Friends Who Own Property or Life Insurance 





© Fist NATIONAL Bank 

does not sell insurance of 
any kind. It is constantly inter- 
ested, however, in the financial 
welfare of its customers and 
friends, and it is this interest 
which prompts us to mention a 
condition which we feel should 
be brought to the attention of 
all who own property or life in- 
surance. 

Property values are increasing 
daily. A home which a few years 
ago may have had a market val- 
ue of $5,000 would probably sell 
for $8,000 or $10,000 today. As 
long as these high values prevail 
and replacement costs remain 
high, property owners would, in 
case of disastrous fire, windstorm, 


or other misfortune, be faced 
with a much greater loss than 
they would have taken on the 
same property before the war. 
They would be wise, therefore, 
to check their insurance cover- 
age with a view to bringing it 
into line with present values. 

The same situation holds true 
with life insurance. Despite the 
efforts of the Government to 
hold down prices, living costs 
have increased greatly, and an in- 
surance estate which might have 
been adequate for the protection 
of a family five years ago might 
fall far short of its purpose to- 
day For this reason, a new 
evaluation of one’s insurance 
needs would seem to be in order. 


No one knows at this time how long values 
will stay at their present level. The officers of 
this bank feel that today's unusual conditions call 
for a thorough reappraisal of both personal and busi- 
ness assets and the making of whatever adjustments 
may be necessary to meet the needs of the times. 


First National Bank 
of Memphis 








Your Family's | 
Growth? 





| Lewer bond yicids, inflationary sends 
and increasing tance mueke it difficult to 


Is Your Life Insurance Program 





Commerce Union Bank 
of Nashville 





Have you enough 
ESTATE | 
LIFE INSURANCE ? 


OU have life insurance to offset the shrinkage in 

your family’s income that your death will cause. 
Have you insurance to protect your estate from 
shrinkage due to payment of estate settlement costs 
and taxes? 
“Settlement shrinkage” usually consumes from 15% 
to 30% of the average estate, if the estate contains 
enough cash to pay costs and taxes. If the estate lacks 
cash, and assets must be sold at a sacrifice, shrinkage 
is larger. 
If your life insurance is not sufficient to provide (1) 
cash for estate settlement expenses, and (2) future 
family income, confer with your life underwriter. A 
few dollars invested in more insurance now may save 
many dollars of estate-principal for your family. 


Baltimore National Bank 
(now Fidelity-Baltimore National Bank) 





What's Going to Become 
of My Business 
When | Die? 








ife Insurance 


Can Be The Answer 





No doubt you often have asked yourself this 
question. Like many businessmen, you and 
your partner have worked harmoniously to- 
gether through the years to build your firm into 
a substantial enterprise. Yet you recognize it is 
inevitable that some day your partner or you 
will pass on. If your partner should die first, 
it is natural that you would not want the rep- 
resentative of his estate to sell your partner's 
interest in your firm to some one who might not 
be congenial, cooperative or experienced. You 
would want to buy it yourself. 


Anticipating such a situation, many partners 
enter into a purchase agreement, whereby cither 
one will buy the interest of the other for a 
stipulated sum in event of death. In order to 
make sure that the surviving partner will have 
the funds available to make the purchase, each 


should carry insurance on the life of the other 
and name an independent trustee, like the Trust 
Department of First National, to carry out ¢ 
terms of the agreement. 


Working out such agreements is part of our 
Estate Planning Service. Over the years, we 
have helped plan a very great number of such 
agreements for large and small business firms 
and have seen them function from inception to 
a satisfactory solution for all concerned. 


Our Trust Department does not sell life insur- 
ance and has no connection with any life insur- 
ance company or agency. We do, however, 
recommend life insurance when the need is in- 
dicated. Officers of our Trust Department will 
be glad to confer with you, your life underwriter 
and your lawyer at any time regarding this pro 
tection for your business when you pass on. 


First National Bank 
of Birmingham, Ala. 












POOR MAN...! 








He was well-off, this new estate planning customer of ours, in terms of 
the present, because his earning power was considerable. 


But in terms of the future—of property he could leave to his family— 
he was a poor man. 


He had a little life insurance, and the usual personal effects. 
Otherwise—three pieces of real estate which had been, in 
the past, very valuable, but which would now be difficult 
to sell, and wouldn't bring*in a great deal when sok.. 


The answer was obvious: we suggested that he call in his life under- 
writer; and when the customer proved insurable, all ended happily. 


What if life insurance itself had never been “invented?” 


It doesn't bear thinking about, because for innumerable peopke, life 
insurance is the answer, the only answer. We know this from experi- 
ence—know it so well that we often suggest, that our customer “call 
in his life underwriter.” 


THE 
PENNSYLVANIA 





Have You Outgrown Your 


Insurance Protection? 























Mit 
Last year’s suit of clothes, like the Hy 
amount, size and shape of your life h 
insurance plan, may no longer &t your 2 Xi 
requirements. i 
As your family’s needs change. vour i 
plan for insurance protection should 
be expanded to care for the future yj 
of yourself, your wife and children 4 
' 
Be sure that both the amount of vour i 
insurance and your plan for its use 





are adequate in every respect. This 
bank heartily recommends that you 
consult your Life Underwriter for 


expert advice. 





Fort Worth National Bank 





Does 
YOUR life 
— Your responsibilities are the yardstick for deter- 
insurance mining the life insurance you need. Adequate insurance 
is a vital part of a satisfactory estate plan...and the 
measure easiest way of providing cash after the family’s regular 
income is lost 
uo 
bo Such a unity of purpose, including adequate insurance, and @ 
will by an attorney, can be further extended by naming the 





Trust Department of The Central as executor and trustee 
of your estate. The business experience and 
collective judgment necessary for efficient, 


permanent administration is readily available 


the Taat Depactniat a 
The Bank 


& Trust Company 


15th & Arapahoe Sts., Denver, Colorado 
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NELECTING AND TRAINING PERSONNEL 


A. GORDON BRADT 


Second Vice President, Continental Illinois National Bank and Trust Company of Chicago 


ANKS TODAY LOOK ANXIOUSLY FOR 

leaders and for banking talents 
all along the line. Too often, however, 
we look everywhere but in our own 
back yard, although we may be using 
only a fraction of our own talents. 
Studies indicate that many people in 
business use less than one-third of 
their capacity. A bank paying fair and 
adequate salaries pays for all of the 
productive capacity of people, not just 
a fraction of it, and as for the individ- 
ual, he is happiest by far when his 
talents are fully used. 


Four Motivating Drives 


The deepest reservoir in banking, the 
untapped talents of individual people, 
can be triggered and set in motion 
when these four motivating drives are 
recognized and met: 


1. Recognition of each person as 
an individual 


2. Opportunity for full use of in- 
dividual talents 


8. Enjoyment of work in congenial 
circumstances without undue tensions 


4. Understanding of banking and 
what each person makes possible for 
customers. 


This clear understanding of banking 
and each person’s part in banking ser- 
vices can be brought about only if the 
best kind of education and _ training 
process in each area of the bank is es- 
tablished. Key people in banks today 
are in their fifties, sixties, and beyond. 
Studies have indicated that the average 
age of corporate senior officers in busi- 
ness is 55, presidents 59. The second 
line of management is only three years 
younger so there is urgent need to pre- 
pare for a heavy turnover in top jobs 
in the next few years. 


“Education” and “Training”— 
Two Different Concepts 


To know and understand the objec- 
tives, functions, products, services, pur- 
pose and meaning of any business and 
the individual person’s part in these 





Excerpts from a discussion before Bank Man- 
agement and Operations Conference, American 
Institute of Banking, June 1, 1955. 
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services for the customer is education. 
To learn how to do work assignments 
in that business is training. Education 
is the know-why—training the know- 
how. A bank person, senior or junior, 
can have all the know-how there is, but 
unless he has the know-why and the 
motivation that goes with it, he may 
accomplish very little for himself or 
the bank. Within the bank this vital 
place of education can be visualized as 
a “Triangle of Management,” operations 
being one side of the triangle, personal 
relations being another, with education 
and training being the triangle’s sup- 
porting base. What we do in these 
areas can help motivate each person to 
do the best job possible for his own 
and the bank’s progress. 


The education or “know-why” pro- 
cess needs to be given a major place 
in the working schedule of each person. 
It can be brought about by visualizing 
everything you do. “The eye long re- 
members what the ear soon forgets.” 
Specific tools and materials to initiate 
and establish such a program are to- 
day within the reach of any bank. 


The program set up must be simple 
if it is to work. Take the area of edu- 
cating people on individual jobs, for 
example, and just one tool in this area, 
the visual analysis of jobs. There is 
hardly a job in a bank when visually 
analyzed where the productive capacity 
of the person on that job cannot be 
substantially increased and the initial 
education and training time to learn 
that job cut to 50% or more. By the 
visual analysis method a standard of 
performance can be quickly established. 
How many people on bank jobs today 
know just what is expected of them, 
know when they have reached a stand- 
ard which says—“you’re doing a fine 
job”—and realize the satisfaction of 
that kind of accomplishment? By the 
visual analysis program, the initial 
break-in time for a savings department 
teller was reduced from 30 days to 10 
days—a commercial bookkeeping oper- 
ation from 12 weeks to 6 weeks. 


Using a visual analysis can accom- 
plish five results: 


1. Reduce the initial break-in time 
up to 50% or more 


2. Increase the performance of ex- 
perienced people 


3. Uncover improved and new 
ways to do the job 


4. Establish a standard of per- 
formance for the job 


5. Combine the teaching program 
and the operating procedure for the 
job into one simple visual tool avoid- 
ing lengthy complicated procedures 
and manuals, and time to keep them 
up to date. 


Tapping Talents and Time 


To make this program work and to 
attack three major problems facing us 
—developing key people, increasing in- 
dividual productive capacity, reducing 
costs while attracting more deposits and 
business—demiands leadership. One of 
the problems in a bank is to free a 
key officer or manager from a multitude 
of details so that he has time to man- 
age—time to teach. There is a film 
called “The Man in Management” which 
was made by a group of our managers. 
They wrote the script, helped pick the 
professional actors, and it was pro- 
fessionally produced. One of the fund- 
amental points in the film (which I 
think is one of the reasons the picture 
has had such a wide use in this country 
and abroad) is that the way to find 
time to manage—to get things done for 
the customer—is to take time now to 
tap this deep reservoir in banking, de- 
veloping the capacities of associates to 
take over those things that clutter up 
a manager’s desk, tap productive talents 
of others on the payroll, talents we pay 
for but may not be getting. 


We never will have the time, but we 
can make time by taking time now to 
get the stuff off the desk and into the 
hands of the people we educate and 
train to handle it. Tapping the unused 
talents of people in the bank is a man- 
agement job and a teaching job. One 
need not be born to teach. Successful 
teaching is within the reach of each of 
us. There are certain simple steps, and 
a part of the story is in the “Manual 
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for Managers” developed by a cross- 
section group of managers. 


Give Meaning to What We Do 


Our job as leaders is to give mean- 
ing and purpose to the business lives 
of individual men and women, show 
what our day-to-day efforts actually ac- 
complish for people. That is a basic 
purpose of the motion picture screen- 
play “Back of Every Promise . . .” The 
film grew out of an expressed desire 
of many people in the bank to know 
more about the banking business and 
to catch the significance of their part 
in it. 


Visualize a business that makes pos- 

















First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘“‘staff and line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line’’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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isble through little pieces of paper the 
shaping of the activities of more people 
in a community than any other busi- 
ness. We need to translate those pieces 
of paper into life, products, services. 
The checks, notes and drafts processed 
by John, a teller, or Mary, a bookkeeper, 
or Jim, in the Loan Division, are at 
the heart of the activities of people in 
many walks of life. 

There is a Film Teaching Guide 
which helps to make seventeen subjects 
taught in our schools live in the activi- 
ties of people through banking. Take 
just one of these subjects—geography. 
What does banking have to do with a 
study of geography? Little pieces of 
paper and geography in the hands of 
individual people in two Illinois banks 
solved the difficult problem of buying 
and shipping a precious microscope to 
a doctor in Mission Hospital in West 
Pakistan. This dramatic story began 
with a baby born in Pakistan and left 
by his mother in a drain pipe to die. 
Twenty-three years later that baby’s 
life together with the lives of several 
people on the other side of the world 
were vitally affected by the work of 
men and women in two Illinois banks. 

The other day a friend was sitting in 
the chair of his barber who told him 
this story: “My son in Detroit phones 
us he needs money to buy an apartment 
building. I say to my wife, ‘Rosie, what 
do we do?’ She says, ‘Go see Mr. Jones 
at the Savings Bank. Get the money to 
send to our boy.’ I go over there and 
Mr. Jones tells me, ‘I will give you the 
money you need from your account and 
you take it over to Mr. Smith at the 
Southwest National Bank in your neigh- 
borhood. He will help you get it to 
Detroit to your son.’ I do that. Mr. 
Smith picks up the phone and calls 
his downtown bank. Mr. Smith then 
tells me that the downtown bank tells 
him my money will promptly be on 





the way to my son in Detroit. I say to 
Mr. Smith, ‘But how can that be, I still 
got the money in my hand.’ Mr. Smith 
explains that a bank in Detroit will 
give the money to my son. Then I go 
back to my barber shop, after going 
shopping for some cigars, and my wife, 
Rosie, tells me that while I am away 
our son calls her from Detroit and tells 
her he has the money I sent him. Do 
you hear? He has the money I had 
there in my hand before I got back to 
my barber shop.” 


Building in the Stairs 


Ralph Waldo Emerson writes of an 
architect who made plans for a beauti- 
ful two-story house but omitted any 
stairs. We need to build in those stairs 
—this inspiration of the banking story, 
which can motivate each person in the 


bank. 


There is a village in the mountains 
long without electricity whose inhabit- 
ants waited in their homes for the switch 
to be thrown from the new power dam. 
Suddenly every room in every house 
was a blaze of light. One man was so 
moved he ran down the street shouting, 
“the power is on!” That power has 
been in the universe since creation but 
to capture it and turn it on means 
meeting certain conditions. Similarly 
“the power is on” for each of us, but 
only if we are able to draw on that 
power by catching the knowledge, the 
inspiration of the business we are in 
and what we can accomplish for cus- 
tomers through that business. 


A A A 


BANK OF BERMUDA REPORTS TRUST 
DEPARTMENT GAINS 


The Bank of Bermuda, which reports 
to shareholders as of June 30, shows trust 
department gross income for the fiscal 
year of £43,155 representing a gain of 
8% over the previous twelve months. Net 
income, however, was slightly less. 





24-hour 


transit service; 

fast and convenient. 
You'll like the way 
Anglo does business. 
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CALIFORNIA NATIONAL 
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TRUST PERSONNEL CHANGES 


ARIZONA 
Phoenix Monte E. McMillen succeeds Hugh C. 
FIRST Gruwell as president, the latter be- 


NATIONAL BANK coming chairman of the board; George 
L. Conrad transferred from branch 


manager of Glendale to asst. trust officer at the head office. 


Phoenix 
PHOENIX TITLE 
& TRUST Co. 


Charles S. Voigt became vice presi- 
dent and trust officer upon the re- 
tirement of L. J. Taylor as vice presi- 
dent in charge of the trust depart- 
ment, after 35 years of service. 


ARKANSAS 
William R. Overby, Jr., became asst. 
vice president at the Little Rock bank, 
after resigning as vice president and 
trust officer of City NATIONAL BANK, 


Fort Smith & 
Little Rock 

FIRST 

NATIONAL BANK 


Fort Smith. 
CALIFORNIA 
Long Beach Ralph K. Seiersen, trust officer, ad- 
BANK OF AMERICA vanced to vice president and trust of- 
N. T. & S.A. ficer. He has been with the bank 27 


years. 


San Francisco 
WELLS F'ARGO 


Warren E. Danforth appointed asst. 
trust officer. 


BANK 
COLORADO 
Denver J. R. Willis promoted to trust officer. 
AMERICAN With the bank since 1952, he was 


NATIONAL BANK formerly an asst. trust officer with 
United States Trust Co., Louisville, 


Kentucky. 


CONNECTICUT 


Hartford Rodney M. Gage, manager of the 
HARTFORD NATIONAL trust accounting division, and Wilbur 
BANK & TrRusT Co. H. Smith, manager of the trust securi- 

ties division, both became assistant 


secretaries. 

Stamford James P. Hoyt now trust officer, re- 
FIDELITY TITLE placing the late Aage Feldtmose. 
& Trust Co. 

FLORIDA 

Miami Jacques Mosler, chairman of the 
CENTRAL BANK board, elected to the additional title 
& Trust Co. of president, succeeding John Gier 


who retired. 
Miami Beach 
MIAMI BEACH 
First Natu. BANK 


«wo new trust officers at the bank 
are Gilbert C. Turner and Walter 
Wrase. Turner comes from the Bristol 
(Conn.) Bank & Trust Co., and Wrase 
from St. JosEPH BANK & Trust Co. in South Bend, Indiana, 
where he was a trust officer. Turner will administer estates 





GILBERT Cc. TURNER 
Miami 


WALTER WRASE 
Miami 


ERNEST J. BARBER 
St. Petersburg 
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and also work in the estate planning division. Wrase will 
devote his time to trust operations and administration and 
investment analyses. 


St. Petersburg (See Jackson, Miss.) 


First NATIONAL 


. BANK 

Sarasota Ira H. White appointed trust officer, 
SARASOTA BANK having resigned from that position at 
& Trust Co. First NATIONAL BANK & Trust Co., 


Lexington, Kentucky. He replaces Ed- 
win V. Mack who joined the latter bank as vice president 
and trust officer (reported in Aug. p. 675). 


ILLINOIS 
Chicago Colby Adams Cogswell has been elected 
CHICAGO vice president and will handle the 


NATIONAL BANK securities portfolio of the bank and 
function in an advisory capacity to 


the correspondent bank division and the trust department. 


Mitchell P. Kobelinski was made a 
trust officer. 


Chicago 
EXCHANGE 
NATIONAL BANK 


INDIANA 
Indianapolis John T. Barnett named vice president 
FIDELITY and head of the new business and pub- 
TRUST Co. lic relations departments. Barnett, 


presently vice president and treasurer 
of Butler U., was publicity director from 1927 to 1952, 
when he became treasurer. 


Indianapolis Arthur C. Johnson, formerly asst. 
PEOPLES BANK trust officer, elected trust officer. 
& Trust Co. 
MASSACHUSETTS 
Boston Robert Cutler elected chairman of the 
FIRsT trust committee. Mr. Cutler, who is 


also a director and chairman of the 
board of OLD CoLony Trust Co., was 
appointed Administrative Assistant to President Eisen- 
hower in January, 1953, and served as Special Assistant to 
the President for National Security Affairs. He has been 
awarded the Medal of Freedom for outstanding civilian 
service, 


NATIONAL BANK 


Boston 
NATIONAL 
SHAWMUT BANK 


Horace Schermerhorn, vice president 
and senior trust officer, also elected 
to the board of directors. 


Boston Philip W. Stocker appointed executive 
NEW ENGLAND vice president to succeed Stanley A. 
TRusT Co. Lawry who retired. Stocker will as- 


sist in supervising all departments and 
will be in direct charge of the banking department. Mr. 
Stocker was also elected a director. He served as president of 
Boston Life Insurance and Trust Council and as president 
of Corporate Fiduciaries Association of Boston. 


LEE R. SPENCE 
Jackson, Miss. 


Jos. H. COLMAN 
Minneapolis 


PHILIP W. STOCKER 
Boston 


745 











JOHN A. LIDDLE C. O. SPENCER 


M. FARIBAULT 


Abilene, Tex. Salt Lake City Montreal 
MINNESOTA 
Minneapolis Joseph H. Colman became president 
First BANK of the Corporation, succeeding Ell- 
Stock Corp. wood O. Jenkins, who became chair- 


man of the board. First Bank Stock 
Corporation is the holding company for First Trust Co. of 
St. Paul. 


Minneapolis Carl H. Pohlad, senior vice president, 
MARQUETTE elected president succeeding the late 
NATIONAL BANK Russell L. Stotesbury. 

Minneapolis Promoted to asst. vice presidents in 
NORTHWESTERN the trust department were: James C. 


NATIONAL BANK Harris, Henry Doerr, III, Malcolm G. 
Pfunder and John B. Ross. Promoted 
to trust officers and assistant secretaries: John W. Pring, 
Robert M. Moore, Harold G. Olson and John D. Rogers; and 
elected asst. trust officers: William T. Arnold and Theodore 
M. Halvorson. 


MISSISSIPPI 


Lee R. Spence elected trust officer, 
with principal duties to be in help- 
ing with the Pension and Profit Shar- 
ing program and the expanded Estate 
Planning service of the trust department. Spence has served 
the United States Government for 15 years, beginning with 
the F.B.I. followed by Naval Intelligence, Fiduciary Account 
Analyst for the legal department of the United States Veter- 
ans’ Administration, and lately Chief Examiner of the U. S. 
Estate and Gift Tax Department, Internal Revenue Service 
for the State of Mississippi. 


Jackson 
DEPOSIT GUARANTY 
BANK & TrRusT Co. 


Ernest J. Barber has resigned as vice president and trust 
officer to join First NATIONAL BANK of St. Petersburg, 
Florida, as executive vice president, where he will work 
closely with the trust department in setting up and devel- 
oping their Pension and Profit Sharing Department. 


MISSOURI 


James A. Broaddus named asst. trust 
operations officer. A graduate of U. 
of Kansas City with a law degree, 
Broaddus has been assistant examiner 
for the Federal Reserve Bank of Kansas City. 


Kansas City 
City NATIONAL 
BANK & TrRustT Co. 


NEBRASKA 


Donald J. Kroger advanced from asst. 
cashier and trust officer to asst. vice 
president and trust officer. 


Lincoln 
NATIONAL BANK 
OF COMMERCE 


NEW YORK 
Garden City Charles Bochart elected an asst. trust 
LONG ISLAND officer. 
Trust Co. 
New York Meredith J. Bratton appointed man- 
GUARANTY ager, publicity department in charge 
Trust Co. of advertising, public relations and 


promotion. Prior to joining Guaranty 
Trust, Bratton served as advertising and public relations 
manager of General Dynamics Corporation’s Electro Dynamic 
Division, Senior Associate in the Marketing Division of 
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Cresap, McCormick & Paget, and as public relations-publicity 
man for the New York Herald Tribune. 


Syracuse 
MERCHANTS NATL. 
BANK & Trust Co. 


Douglas P. Cagwin mamed asst. trust 
officer. 


NORTH CAROLINA 


Frederick L. Rodenbeck, Jr., elected 
asst. trust officer. He is a graduate of 
the U. of Nebraska, the Law School 
of George Washington U., and has 
recently graduated from the School of Financial Public Re- 
lations at Northwestern U. 


Asheville 
First NATIONAL 
BANK & Trust Co. 


OHIO 
Canton Wilbur D. Hunter joined First Na- 
FIRST tional as a trust consultant, having 


NATIONAL BANK formerly been vice president and trust 


officer of HARTER BANK & TRUST Co. 


Toledo Charles H. Ellis of Cleveland has been 
NATIONAL BANK appointed to head the new pension 
OF TOLEDO trust division with the trust depart- 


ment. Ellis has been in the field of re- 
tirement planning over 20 years, with Prudential Insurance 
Co., Towers, Perrin, Forster & Crosby, and John Hancock 
Insurance Co. 


PENNSYLVANIA 


Allentown Robert C. Hendricks joined the bank 
MERCHANTS as trust officer, having resigned as 


NATIONAL BANK asst. trust officer of UNION NATIONAL 
BANK & Trust Co. of Souderton, 
where he will be replaced by Kathryn S. Yocum, appointed 


asst. trust officer. 


Philadelphia Allen Keen appointed asst. vice presi- 
TRADESMENS BANK dent in charge of the Estate Planning 
& Trust Co. Division of the trust department. Wil- 

liam H. Barwig made asst. vice presi- 
dent also in the trust department. Barwig became associated 
with the bank in 1928, and is a graduate of the Wharton 

School of U. of Pennsylvania. 


Pittsburgh 
MELLON NATIONAL 
BANK & Trust Co. 


George B. Berger, Jr., trust officer, 
named investment officer in the trust 
department. 


RHODE ISLAND 


Providence Ralph L. Fletcher, Jr., and Ernest D. 
INDUSTRIAL Bernhard appointed asst. trust offi- 
NATIONAL BANK cers. 

TEXAS 

Abilene John A. Liddle elected a trust officer. 

CITIZENS Formerly with the accounting firm of 


NATIONAL BANK Sproles, Woodard, Laverty and McGee 
in Fort Worth, Liddle began his bank- 
ing career with Indiana National Bank of Indianapolis in 
1948. He later served as engineering accountant with Western 
Electric Co. 


VIRGINIA 


Richmond John D. Blackwell advanced to trust 
First & MERCHANTS officer, and Marchant D. Wornom to 
NATIONAL BANK asst. vice president. The latter has 

been in charge of public relations and 
business development for the bank. 


CANADA 
Montreal Marcel Faribault elected president and 
GENERAL TRUST general manager succeeding the late 
OF CANADA René Morin in the latter post, and 
Hon. Senator Donat Raymond in the 
former. 
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Address correspondence to Trusts 
and Estates, 50 E. 42nd St., New 
York 17, attention Employment Ex- 
change, with code number. 


Security analyst wanted by New York 
financial institution. See ad H-58-1 


Tax accountant is wanted by trust de- 
partment in Pittsburgh. See ad 747B 

Southern bank seeks all-around trust- 
man. See ad H-59-2 


Trustman, 59 ,with 20 years experience 
principally in administration, trust re- 
mittance, taxation and accounting, seeks 
connection with trust department, with- 
out geographical limitation but prefer- 
ably Florida area. 59-4 

Chicago bank desires trust new busi- 
ness man preferably with estate planning 
experience. See ad H-59-5. 

Southern California bank wants ex- 


perienced trust officers for branch offices. 
See ad H-59-6 





CPA, 39, experienced in trust and 
estate accounting, seeks position in trust 
administration. Experience includes pur- 
chase and sale of business enterprises 
and negotiations with minority  stock- 
holders. 59-7 





SECURITY ANALYST 


Splendid Opportunity in Large New York 
City Financial Company. 





Salary to $10,000 plus profit sharing and 
other Benefits. (Minimum 8 years experi- 
ence. ) 

Box H-58-1, Trusts & Estates 

50 East 42nd St., New York 17 








TRUST OFFICER WANTED 


All-around man — Taxes, Trust 
Administration, business-getter, 
mechanics of small department. 
Our Southern city is one of the 
most sought after in the U. S. for 
delightful living; our medium size 
bank growing remarkably. Reply 
strict confidence: 

Box H-59-2, Trusts and Estates 

50 East 42nd St., New York 17 








TAX 
ACCOUNTANT 


25 to 35 years of age — familiar with 
Federal Estate, Income, and Gift Tax 
Law, and estate planning — to work in 


major Trust Department. Submit sum- 
mary of experience to Box 747B, Pitts- 
burgh 30, Pennsylvania. 
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Lawyer, in 30’s, desires responsible 
or understudy position with small or 
medium sized trust department. Trained 
in all phases trust work, with two col- 
lege degrees and excellent employment 
record. 58-2 


Trustman, early 30’s, seeks new oppor- 
tunity offering responsibility. Attorney, 
capable of handling trust department. 
58-3 


A A OG 


BANK MERGERS and NEW TRUST 
CHARTERS & POWERS GRANTED 


Los Angeles, Pasadena & San Pedro, 
Cal. — Following approval of directors 
and shareholders, offices of UNION Na- 
TIONAL BANK of Pasadena, COVINA NaA- 
TIONAL BANK and the FISHERMEN & 
MERCHANTS BANK, San Pedro, opened 
for business August 22nd as offices of 
CALIFORNIA BANK. 


Pasadena will have M. G. Cameron as 
trust officer and R. L. Kemp as asst. 
trust officer. 


Hartford & Middletown, Conn.—Share- 
holders of HARTFORD NATIONAL BANK & 
TRUST Co., the CENTRAL NATIONAL 
BANK & Trust Co. and the MIDDLETOWN 
NATIONAL BANK, both of Middletown, 
voted approval of the merger of the three 
under the charter of the first named. It 
is anticipated this will become effective 
October 28, and the banks will immedi- 
ately thereafter continue operation at the 
present locations as branches. Assets will 
be approximately $370,000,000. 


Hartford & Willimantic, Conn.—Con- 
NECTICUT BANK & TRUST Co., Hartford, 
absorbed the WINDHAM (Willimantic) 
NATIONAL BANK and established a branch 
there. 


Downers Grove, II].—C1TIZENS NATION- 
AL BANK has been granted trust powers 
under the Federal Reserve Act, as of 
July 27. 


Des Moines, Ia.—A charter has been 
issued to NATIONAL BANK OF DES MOINES 
and trust powers granted O. D. Ells- 
worth, executive vice president will be in 
charge of the trust department, assisted 
by William H. Brenton, cashier. 


New Orleans, La. — Consolidation of 
the NATIONAL BANK OF COMMERCE and 
the LOUISIANA BANK & TRUST CO. was 
officially approved by the Comptroller of 
the Currency. The bank will operate un- 
der the charter and name of NATIONAL 
BANK OF COMMERCE. 


Newark & Irvington, N. J.—FIDELITY 
UNION Trust Co., Newark, absorbed the 
PEOPLES NATIONAL BANK & TRUST Co., 
Irvington, and established a branch at 
Irvington. 


Little Falls & Paterson, N. J.—LITTLE 
FALLS NATIONAL BANK was merged into 
the CouNTY BANK & TRusT Co. 


Binghamton, N. Y.—The Comptroller 
of the Currency has approved plans for 


merging of First NATIONAL BANK and 
the City NATIONAL BANK, subject to 
shareholders’ approval. 


Buffalo, N. Y.—AUBURN TRUST Co. of 
Buffalo will become a branch of Mrip- 
LAND TRUST Co. of CENTRAL NEW YORK, 
after approval by regulatory authorities, 
the majority of its stock having been 
acquired by Marine Midland Corpora- 
tion. 


Jamaica & New York, N. Y.—Merger 
of the JAMAICA NATIONAL BANK into the 
MARINE MIDLAND TRUST Co. has been 
completed. 


Peekskill & White Plains, N. Y. — 
PEEKSKILL NATIONAL BANK & TRUST Co. 
became the Peekskill office of the Coun- 
Ty Trust Co. of White Plains. George 
V. Bishop, formerly cashier and trust of- 
ficer of Peekskill National, now is an 
assistant treasurer. 


Lincolnton, N. C. — First NATIONAL 
BANK of Lincolnton inaugurated a new 
trust department, with G. Harold Myrick, © 
executive vice president, designated as 
trust officer. 


Girard, Pa.—GIRARD BATTLES NATION- 
AL BANK has been granted trust powers 
under the Federal Reserve Act. 


Navasota, Texas — First NATIONAL 
BANK of Navasota has been granted trust 
powers under the Federal Reserve Act. 


(See page 764 for obituaries) 


TRUST NEW BUSINESS MAN 


The Personal Trust Department of a 
Chicago bank has an opening for a 
man in new business development 
work. The man sought should be in 
the 30-45 age group and have the 
ability to meet men and women easily. 
It would be helpful, but not essential, 
that he have experience in estate plan- 
ning, or in some non-high-pressure 
field of selling. He may be successful 
in similar work in a smaller bank, but 
now feels qualified to go to a larger 
institution. Salary open. Kindly give 
full personal and business resume in 
first letter. 





Box H-59-5, Trusts and Estates 
50 East 42nd St., New York 17 








EXPERIENCED 
TRUST OFFICERS 


Leading and rapidly growing Southern Califor- 
nia bank has excellent opportunity for several 
experienced trust officers capable of taking 
charge of existing and new branch trust depart- 
ments after local briefing. 


Prefer age 35 to 50 and legal background with 
at least 5-10 years trust adminjstrative experi- 
ence. 
Interviews can be arranged in East and Mid- 
West in September or October. 
Send background with photo, local phone num- 
ber, and salary desired to 

Box H-59-6, Trusts and Estates 

50 East 42nd St., New York 17 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


During the annual convention of the 
American Bar Association in Philadel- 
phia last month, a number of the local 
banks ran special newspaper copy em- 
phasizing good relations with the Bar. 
Fidelity-Philadelphia Trust Co. invited 
attorneys to visit a special exhibition of 
portraits of Great American Judges and 
Lawyers on display throughout the week 
on the main floor of the bank. “A Toast 
—Here’s to the jolly testator who makes 
his own will!” began The Pennsylvania 
Company’s ad, which explained the old 
custom of the English Bar for lawyers 


a FOAST- 


** Here’s to the jolly testator 


who makes 





at the annual dinner at the Inns of 
Court to propose this toast. The ad 
commented that while this was faceti- 
ous, it was based on something they 
had learned from experience—‘That if 
anyone leaves a longer trail of litiga- 
tion than the man who dies without a 
will, it is the person who undertakes to 
draft his own will.” 


“Billy Whitehead talks man-to-man 
with a bank,” comments American Na- 
tional Bank & Trust Co., Chicago, in an 
ad that describes estate administration 
in human terms. “Sixteen-year-old Billy 
Whitehead . . . How should he plan his 
future? Where should he go to college? 
Billy got the advice he needed from an 


officer who has sons of his own and 


approaches all Billy’s problems with af- 
fectionate understanding. So far as Billy 
is concerned, this bank has two jobs 
to protect the estate his father 
left him, and to stand in the place of 
Billy’s father whenever the boy needs 
advice or help.” 


“Do you need more life insurance?” 
asks an ad from Barnett National Bank, 
Jacksonville, which lists eight uses of 
life insurance. These are cast in the 
form of questions about the financial 
aspects of a man’s own retirement and 
the care of his family later, and lead 
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the reader to a consideration of his en- 
tire estate problem. 


“Joint tenancy costs families thousands 
of dollars . . . unnecessraily” warns an 
ad from City National Bank & Trust 
Co., Chicago. The ad mentions the “tax 
dangers and other risks” and offers a 


12-page booklet. 


“3 to make ready . . . The Best Estate 
Plan for your Client.” This ad, pub- 
lished in the Georgia Bar Journal, fea- 
tures a “capable team, available to any 
attorney,” the client’s accountant, the 
client’s life underwriter, and “the man 
with a plan” from First National Bank, 
Atlanta. The bank received very favor- 
able comment from certified public ac- 
countants. 


“Specialist in Happy Endings . . . 
Your Attorney” is a current salute to 
the Bar from Fort Worth National Bank. 
The text enumerates some of the circum- 
stances (“especially if you’re preparing 
a will”) under which the attorney’s train- 
ing and experience will help prevent 
costly mistakes, trouble and worry. 
“Ask him, too, about the many advan- 
tages” of naming the bank executor and 
trustee. 


“Consider a Corporate Executor” ad 
vises a San Diego Trust & Savings Bank 
ad which continues, “Those who don’t 
know might think the term “corporate 
executor” means a fat hangman (pic- 
tured in the ad). Doesn’t though. It 
means a corporation (like us) appointed 
to carry out the terms of a will.” The 
reason is given that individuals are not 
usually apt executors. They may die or 
make costly mistakes. 





WE 


CONSIDER A 
CORPORATE 
EXECUTOR | 


Those who don't know might think 

the term “corporate executor" means 
a fat hangman. Doesn't though. 

It means a corporation (like us) 
appointed to carry out the terms 

of a Will. 


Why? Individuals aren't usually 
apt executors. They may die before 
the Will is settled or make 








costly mistakes because they lack 
experience and ability. 

Talk over your Will with your 
attorney; tell him you want your 
“corporate executor" to 
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“Maybe soME things haven’t changed 
. . . but how about your estate?” jp. 
quires an ad from First National Bank, 
Fort Worth, which pictures a youthful 
Davie Crockett complete with coonskin 











Our Trust Deportment is on ergonizotion of trained 
speciclists, offering continuity of menogement end 


group judgment to your Extote problems... bocked 











cap and musket. The text discusses 
changes in family, assets and tax laws 
which necessitate changes in one’s will. 


“Back of Strength may lie Weakness” 
states an ad of United States Trust Co., 
New York, which explains that there are 
times when the stock market is so strong 
“that even the least experienced investor 
is apt to show gratifying gains.’ These 
periods are wonderful while they last, 
but do not provide a fair yardstick for 
successful investing, and even in periods 
of market strength, some securities show 
losses. The highly specialized undertak- 
ing of successful investment “calls for an 
endless search for facts — facts which 
tend to become obsolete quickly and 
must constantly be replaced by new 
ones.” 


“Make up the difference.” advises an 
ad of Commerce Union Bank, Nashville, 
that deals with the same subject. “Use 
life insurance to increase your estate.” 
A pile of money is pictured, with a hand 
adding the life insurance policy. 


“Bursar of Billions” is what City 
Bank Farmers Trust Co., New York, calls 
Edward A. Harnett, officer in charge of 
vaults, pictured in a current ad series 
concerning bank personalities. “Under 
his surveillance are literally billions of 
dollars in securities and other valuables. 
The securities range from the modest 
holdings of many individual investors to 
vast institutional and corporate port: 
folios. They are audited regularly and 
kept separate and safe from fire, theft, 
disaster or loss. Another ad in this 
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Edward A. Hartnett, officer in charge of 
yaults at City Bank Farmers Trust Co., 
New York. 





series features investment research off- 
cers. “No crystal ball for them . . . Just 
the facts.” 


Booklets 


A commendable presentation of the 
development of estate planning councils, 
and the importance to the client of the 
estate planning “team” appeared in the 
July issue of Union & New Haven Trust 
Co.’s Journal. Beginning with a descrip- 
tion of recent meetings of the Connecti- 
cut Life Insurance & Trust Council, the 
article briefly traces the history of the 
council movement, including the reasons 
why life insurance and trust men needed 
closer cooperation for the benefit of the 
client, presents Connecticut as a pioneer 
in the movement, and explains the part 
played by the accountant. Quotations 
are included from Gilbert Stephenson 
and Mayo A. Shattuck. 


“This is your Republic” is a 334” x 
81” twelve-page booklet introducing 
the reader to the various departments 
and services of Republic National Bank, 
Dallas. Well illustrated, friendly in man- 
ner, the booklet contains a rare feature 
in its telephone directory page giving 
both the floor and the phone extension 
number of every department and sub- 
division. The trust department page of- 
fers a picture of the department and a 
one paragraph summary of its work. 
The women’s department page includes 
an invitation to use the women’s lobby 
as a place to meet friends for shopping 
trips or luncheon dates, and the descrip- 
tion of the bank’s eighth floor, 300-seat 
auditorium offers to arrange a booking 
for the reader’s club or group. 


TV 


Storyboard, Inc., leading creator of 
TV commercials, and the Bank of Amer- 
ica NT & S.A. have concluded an agree- 
ment which permits national syndication 
by Storyboard of animated commercials 
it created for the bank, with the latter 
receiving a fee from Storyboard’s resales 
to other banking institutions. 
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Syndication of the series of eight 
animated commercials which promote 
bank services is the result of interest 
aroused on the part of banking institu- 
tions when the first Storyboard-created 
commercial, focusing on Bank of Amer- 
ica’s Timeplan, zoomed business of that 
department to the highest in the bank’s 
history within eight weeks of its TV 
scheduling. Others in the series have also 
increased business significantly. 

First bank to contract for the series 
is The Michigan Bank, Detroit, which 
has had the timeplan commercial 
adapted for its Silver Seal plan. All told 


30 banks are negotiating for the series. 


“Science in Action,” highly success- 
ful half-hour show sponsored by Amer- 
ican Trust Co., San Francisco, is now 
available for sponsorship by other banks, 
Noel Johnson reports in the August 
FPRA Bulletin. It has been voted the 
most popular local show in San Fran- 
cisco and has won an impressive collec- 
tion of awards; it has prestige and per- 
sonality, and offers adequate time for 
strong commercial message. 


The Liberace program, telecast on 200 
stations, is sponsored by financial in- 
stitutions on 26 of these. The program 
is being renewed by 90% of its sponsors, 
with new ones taking up the slack. 





Nothing takes the place of 


Judgment based on experience 





Chartered 1836 
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Trust Assets .. 


PHILADELPHIA 





- one billion, four hundred million dollars 
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CARROT OF PROFIT AND STICK 
OF COMPETITION 


Without ‘laying claim to any higher 
motives, I would contend that so long as 
the banks remain independent, as they 
are today, the carrot of profit and the 
stick of competition will together ensure 
that the customer gets all the credit 
which his financial position justifies, 
whether secured or unsecured, and some- 
times perhaps a little more. 


There is one class of critic who may 
not be satisfied with my answers; he 
who says that our methods are altogether 
too haphazard and unscientific and that 
everything depends too much on the whim 
of the individual branch manager. He 
would perhaps like the prospective bor- 
rower to fill up a complicated form and 
send it to the appropriate planning au- 
thority, where a formula, evolved by some 
clever ignoramus, would be applied to 
it, and, after a due lapse of time, the 
bank would be informed how much credit 
should be allowed to that particular cus- 
tomer... 


But I wonder whether his form will 
provide spaces for information about 
the customer’s character, industry, and 
business ability, and if so, how they 
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will be evaluated under the formula. 
That sort of thing may sound fantastic, 
but it could easily happen if the plan- 
ners were able to get the bit between 
their teeth... 


—Barclays Bank Limited 


Who are the principal beneficiaries of 
an increased industrial dividend or other 
distribution? Are they a small number 
of large individual investors who will pay 
tax at rates up to 19s. in the £ on the 
increase, or are they a multitude of men 
and women, individually by no means 
rich, who are investors in their own right 
or through the medium of insurance com- 
panies, pension funds and other corporate 
bodies? Secondly, who is going to invest 
new money in industry if he cannot ex- 
pect to get a good return on it when 
times are good? He is bound to run the 
risk of getting a bad return, or none at 
all, when times are bad. Thirdly, when 
industrial wages have been increased on 
the average by 200 per cent, compared 
with 1938, and dividends by only 50 per 
cent. (I am quoting the figures for 1953) 
has the time really arrived to regard any 
further increase in dividends as a 
signal for a “free for all” scramble for 
increased wages? ... 


—William Deacon’s Bank Limited 


There is no question that we can pro- 
duce goods of the highest quality so it is 
mainly in the price and prompt delivery 
aspects that we find ourselves in difficul- 
ties, with the risk of forcing our would-be 
customers to buy elsewhere which would 
result in our exports dropping and our 


standard of living with them. It is no 
use our complaining that Japanege 
standards of living are much lower than 
ours or that the Germans not only work 
longer hours but work harder than we 
do. 


Our potential buyer in darkest Africa 
is not in the least interested in ow 
standards of living, how many cigarettes 
we smoke, whether we have a television 
set or not, any more than the average 
worker here is interested in what the 
customer abroad thinks he should be 
able to afford. 


We buy in the cheapest markets and 
we cannot deny the same right to others, 
So it comes down to the simple alterna. 
tive of producing at the right price or 
lowering our own standards of living... 


Naturally and rightly, everyone wishes 
to see his own country’s standards of 
living rise, but this can only be brought 
about by doing more trade, by selling 
more and buying more... 


—Martins Bank Limited 


Wherever the process of inflation has 
been allowed to develop, the private citi- 
zen has learnt that the only safeguard 
is to hold assets such as are repre- 
sented by equities, instead of Government 
or other bonds fixed in terms of a de- 
preciating money. Hitherto the people of 
this country have been happily free of 
this contagion, but it is a sad reflection 
on the trend of public affairs that at 
present, while Parliament is pressing con- 
stantly for more and more lavish ex- 
penditure, the Government finds it in- 
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creasingly necessary to look to the banks 
and other financial institutions rather 
than to the private citizen, to take up 

















lightening of the nation’s heavy fiscal 
burden. —District Bank Limited 


It is now recognized that the unhappy 
state of affairs in the later ‘twenties 
was related in no small degree to the 
prevailing monetary conditions. Here 
again marked differences may be noted. 
On the domestic side, whereas in 1928 
money was tight and dear, over the past 
few years no general shortage of money 
or credit has been experienced, while 
rates of interest, though latterly made 
more fiexible, have been low. 


The effort made by this country on 
its own account has been supported by 
two factors which cannot properly or 
reasonably be expected to last indefinite- 
ly. Chief is the generous help provided 
by the United States, first under the 
European recovery programme and sec- 
ondly through its contribution to the 
building up of combined western de- 
fence. The other is the favorable bal- 
ance that has ruled during the past two 
or three years between prices of primary 
commodities and of manufactured goods. 


—Midland Bank Limited 


PROBLEM OF PENSION FUNDS 


The size of pension funds has risen 
with the level of retiring salaries and in 
addition the bank has *gone some way 
towards alleviating for pensioners the 
effect of the increases in the cost of 
living subsequent to retirement. But the 
real problem relates to the position of 
the pension funds. The effect of a sweep- 
ing rise in prices and incomes is to render 
all old established pension funds insuffi- 
cient for the purpose they were intended 
to perform, namely to provide a reason- 
able standard of living for those who 
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Government securities. 
I do not suggest that the present situ- 
is nofation is one that gives rise to immediate 
anes falarm; still less do I suggest that the 
r than gbenefits brought about by the new mone- 
work ftary policy are going to be lightly dis- 
an wegcarded by a Chancellor who has clearly 
handled affairs with great skill and de- 
A fri termination over the past four years. 
Tica : : 
: i But . .: a state can only achieve financial 
stability in the same way as an indi- 
rettes B. ‘ 
vision vidual can — by the exercise of a cer- 
erage tain amount of discipline i and disci- 
the pline is a question of patient education 
and example. It is of the utmost im- 
ld be : nee 
portance that public opinion should be 
alive to the dangers of taking the line 
S and of least resistance in monetary affairs 
thers. fas well as in everything else. 
ied | —National Provincial Bank Limited 
ice or 
ig... P TAXATION KEY 
wishes § Given full coordination between man- 
‘ds of f power and machinery, production should 
‘ought Fcontinue to keep inflation at bay: it 
selling § should do more than this, for a high level 
of profitable production will augment 
imited | revenue and facilitate those reductions in 
taxation which are likely to act as in- 
n has § centives to still greater output and pro- 
e citi. § ductivity. 
guard Taxation indeed controls our economic 
repre- § destiny inasmuch as it has such power 
ament § to stimulate or stifle saving, capital in- 
a de- vestment, efficiency and production. In 
ple of § view of the intensive competition that is 
ee of fast gathering around us, there can be no 
ection § question of the need for stimulation. And 
at at § this impetus may yet be possible since 
= con- @ a favorable budget, of which there is 
: €X- some prospect, might well permit a 
1 1In- 
Estate settlement problems 
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Beneficiaries 
- 
Real Estate Holdings 
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have completed a lifetime of service. 
Provisions based upon the lower salary 
levels of earlier years need to be heavily 
supplemented in order to meet the full 
cost of pensions related to the much 
higher retiring salaries of today. 


This is just one illustration of the way 
in which inflation destroys a large part 
of the real value of past savings. It is 
a problem that we share with most other 
large business undertakings in the coun- 
try, but it is particularly acute in bank- 
ing because staff costs form so large a 
proportion of our total expenditure. 


—Lloyds Bank Limited 


The idea of a “gentle inflationary” 
economy for Britain is not without its 
supporters. There are some people who 
think we ought to reconcile ourselves to 
a permanent condition of gradually rising 
prices. What this seems to me to amount 
to is that wage earners and profit earners 
would constantly be increasing their 
slice of the cake at the expense of pen- 
sioners, of other persons with fixed in- 
comes, and of future savers. And the size 
of that cake would most likely become 
smaller and smaller as high costs led to 
the loss of overseas markets and ulti- 
mately to the depreciation of the pound 
sterling. A rise in bank rate would seem 
to be much less undesirable than infla- 
tion. 


—Alexanders Discount Company 
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WHERE THERE'S A WILL 


CORDELL HULL, longest-serving Secre- 
tary of State in the history of the country 
and winner of the Nobel Prize for the 
efforts which earned him the title “Father 
of the United Nations,” left an estate 
estimated at $300,000. To two nieces the 
world-respected statesman bequeathed 
$15,000 each and to another $20,000. His 
brother’s widow receives $5,000. His 
nurses at the time of the execution of 
his will and codicil are remembered with 
$1,000 and $2,000 respectively. To his 
“life-long friend and trusted political and 
business advisor, Houston B. McGinness,” 
Mr. Hull gave $5,000 in addition to the 
compensation he will receive as co-ex- 
ecutor and co-trustee with The Riggs 
National Bank of Washington, D. C. The 
will leaves $3,000 to his secretary of 
forty years, to which the codicil, executed 
after Mrs. Hull’s leath last year, adds 
$2,000. All told the legacies amount to 
$73,500. 


Mrs. Hull having predeceased her hus- 
band, the trust set up under the will for 
her benefit will not come into being, and 
under the alternative disposition the 
residuary estate will go outright to the 
three abovementioned nieces in equal 
shares. One of them was left a memo- 
randum of items of sentimental or his- 
torical value which she is to distribute 
in her discretion between the Hull 
memorial birthplace and the Cordell Hull 
Foundation when adequate facilities are 
provided for their protection and care. 


LLOYD WADDELL SMITH, former presi- 
dent and chairman of Harris, Forbes & 
Co., one-time nationally prominent in- 


vestment banking firm, left a meticu- 
lously prepared will in which the bulk 
of his estate passes to charities and his- 
torical societies, he having been childless 
and having entered into an ante-nuptial 
agreement with his second wife, which 
“makes ample provision” for her. Over 
and above this agreement, Mr. Smith di- 
rected his executors and trustees, a 
nephew and The Morristown (N. J.) 
Trust Co., to set aside a sum sufficient to 
pay his widow $2,000 annually, raised 
by a codicil to $5,000. In addition she 
will receive a cash legacy of $10,000. 
Upon her death the principal will go to 
the trust company as trustee of the Smith 
Church Fund which the testator estab- 
lished in 1946. 


To the aforementioned nephew go 
several parcels of real estate, country 
club stock and certain mineral rights, 
which are stated to be in lieu of his com- 
missions as co-executor. Relatives and 
friends get legacies aggregating $16,000, 
apart from bequests of up to $5,000 to 
each of six nieces and nephews to the ex- 
tent that his intention to give them that 
amount during his lifetime had not been 
fulfilled. In making bequests to his em- 
ployees in the amount of $100 for each 
year of service, Mr. Smith added a note 
setting forth those who qualified as of 
the date of his will, together with their 
periods of service. 


Any unpaid balance of a pledge of 
$25,000 to the Morristown Memorial Hos- 
pital for construction of a chapel in mem- 
ory of the decedent’s brother is to be 
paid by the executors who are also 
authorized to add up to $5,000 more if 
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necessary to complete the chapel in ac. 
cordance with the agreement. In another 
coidicil the Hospital is given $6,000 t 
use the income for repair and main. 
tenance of the chapel. A trust fund of 
$25,000 is set up for 25 years to pay the 
income to such descendants of Mr, 
Smith’s four named great grandparents 
as shall apply to the trustees who shal] 
determine the real need for same. The 
remainder of this trust also passes to 
the Church Fund. 


A third codicil disposes of three col- 
lections to the Morristown National His. 
torical Park subject to agreement by the 
responsible Federal officials that they 
will be kept intact in perpetuity, open 
to the public and suitably housed within 
ten years after death. 


In directing the executors to sell his 
real estate holdings, whose locations are 
listed in the will, Mr. Smith suggested 
that as to three items the executors 
should give more consideration to the 
character and standing of the purchasers 
than to getting the highest prices. In a 
later provision, the executors are em- 
powered to hold all estate assets for a 
period not exceeding ten years if they 
deem it so advisable in the light of pre- 
vailing conditions. The order of satisfy- 
ing bequests as funds become available is 
set forth. The trust for descendants may 
likewise be deferred for 10 years and 
not established at all if the executors 
feel that the assets will be insufficient. 


The residue of the estate is divided 
into 100 shares, 90 of which go to the 
Church Fund. Six and three parts go re- 
spectively to Phillips Academy at An- 
dover, Mass., and Yale University, to be 
added to the student loan funds there 
established by Mr. Smith. The remaining 
part goes to Harvard Law School to 
establish a similar fund. All three be- 
quests are stated to be in appreciation of 
the benefits enjoyed by the testator at 
these institutions. The fiduciaries are 
authorized to invest up to one-half of 
the funds in their hands in securities not 
characterized by law as trustee invest- 
ments. 


a oe 

CHANGES IN PURSE PERSONNEL 

R. P. Purse, Jr., 
formerly president 
of The Purse Com- 
pany, is now chair- 
man of the board. 
Ashley A. Purse 





has been elected 
president and 
aa treasurer; Leon 
- Gerrard is_ secre- 
A. A. PURSE 
tary. 


Almost from the turn of the century 
The Purse Company has earned a na- 
tional reputation as creators of bank 
and trust department advertising. It is 
presently serving banks in 33 states. 
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ESTATE TAX 


Estate value of partnership interest 
held to be book value where partnership 
agreement required remaining partners 
to purchase deceased partner’s interest 
at such value. Decedent owned a one- 
third interest in oil business. Partner- 
ship agreement provided that upon with- 
drawal of partner, remaining partners 
had exclusive right for 90 days to pur- 
chase his interest for book value. Upon 
death of any partner agreement further 
provided that deceased partner’s estate 
was bound to sell and remaining co- 
partners were bound to buy the de- 
ceased’s interest for sum equal to book 
value of deceased partner’s interest in 
assets. Sons as executors of estate 
brought action in state court which 
adjudged agreement valid and enforce- 
able. Deficiency was asserted by Director 
who increased value of interest based 
upon his determination that fair market 
value controlled. 


HELD: For taxpayer. Legal rights 
and obligations under partnership agree- 
ment are created and determined by 
state law. Judgment here not having 
been obtained by collusion or fraud and 
no allegation having been so made by 
Director, it must be given effect as bind- 
ing determination that executors were 
obligated to sell at book value. Since 
estate was so bound and obligated, in- 
terest had no value to estate in excess 
of book value. Brodrick v. Gore, 10th 
Cir., July 22, 1955. 


Transfer in trust of insurance policies 
held not made in contemplation of death. 
Settlor transferred to trustee insurance 
policies on his life and certain bonds. 
Trust income was to be used to pay 
premiums on policies, with remaining 
balance, if any, to be paid to beneficiary 
grandnieces and grandnephew at age 
21. Trustee further had discretion to use 
balance for education and maintenance 
of beneficiaries. Trust corpus was to be 
paid to beneficiaries upon attaining age 
30, or upon the death of settlor, which- 
ever later. Settlor died when oldest bene- 
ficiary was 20. Tax Court upheld Com- 
missioner’s determination that transfer 
Was made in contemplation of death. 


HELD: Tax Court reversed. Circuit 
Court looked to motivation of transfer 
and found it connected with life rather 
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than death. Settlor was 58 and bene- 
ficiaries were from 4 years to 10 months 
old when trusts established. Reference to 
settlor’s normal life expectancy indicated 
that postponement of control over corpus 
would extend beyond his life. Other parts 
of his gift program also showed that re- 
gardless of his survival he did not con- 
sider it wise for young people to receive 
large sums before 30. Court refused to 
give serious weight to countervailing 
indicia considered by Tax Court, namely: 
postponement of beneficiaries’ control 
and enjoyment, and fact that nature of 
property, life insurance, is inherently 
testamentary in character. Estate of 
Aaron v. Comm., 3rd Cir., July 13, 1955. 


Basis of inherited option to buy stock 
held to be fair market value of stock at 
date of death less option price. Taxpayer 
received option under father’s will to 
purchase certain shares of stock by pay- 
ment of stipulated cost. He later sold his 
rights thereto. Commissioner contended 
that basis of option as matter of law had 
to be zero and further that conditions 
attached to option were so burdensome 
as to eliminate its value. 


HELD: For taxpayer. Court ruled 
option was property, had value, and had 
acquired basis by its transmission by 
inheritance. Its value was the difference 
between fair market value at date of 
death of property constituting subject 
matter of option and cost to optionee to 
exercise his right. Moreover, Court saw 
no undue burden placed on optionee by 
requirement that in addition to purchas- 
ing stock from estate, he was required 
to purchase 60 shares of widow’s pre- 
ferred shares at price equal to such 
shares’ value at that time. Cadby v. 
Comm., 24 T.C. No. 97, Aug. 11, 1955. 


Evidence of circumstances surrounding 
making of will allowed to sustain chari- 
table deduction. Decedent in his will left 
property in trust, income to be paid to 
his wife for life, and if there be no 
children surviving, corpus over to his 
sisters and brothers and their children. 
By another paragraph of will he pro- 
vided that if he died without issue sur- 
viving, then upon death of his wife and 
his sisters, corpus to be distributed one- 
half to his nephews and nieces or their 
issue per stirpes and remaining one-half 
to named charities. Commissioner dis- 
allowed charitable deduction claiming 


provisions of will were inconsistent and 
irreconcilable, and therefore charitable 
interest was uncertain and not presently 
ascertainable. Additionally, he argued 
that extrinsic evidence concerning cir- 
cumstances under which decedent made 
will is not permissible to ascertain in- 
tention. 


HELD: For taxpayer. Court looked to 
state law to determine rights of parties. 
It found that where provisions are am- 
biguous consideration will be given to 
circumstances surrounding the making 
of the will and declarations of testator to 
determine intention. Here evidence 
showed testator’s intention to leave one- 
half of trust corpus to charity. Estate 
of Lloyd v. Comm., 24 T.C. No. 69, June 
30, 1955. 


Expenses incurred in administration of 
estate subject to community property 
law are deductible in full. Decedent was 
member of Louisiana marital commun- 
ity. Commissioner disallowed one-half of 
administration expenses, consisting main- 
ly of attorneys’, accountants’ and notarial 
fees, on ground that whole community 
estate was administered and decedent’s 
share was only one-half. 


Held: For taxpayer. Only purpose for 
administration was to pay state and 
federal taxes. Administration expenses 
are deductible in full. Estate of Gannett 
Comm., 24 T.C. No. 78, July 14, 1955. 


GIFT TAX 


Gifts held to be future interest. Donor 
on October 2, 1949 gave to each of her 
ten children a mineral royalty interest 
effective as to production commencing 
January 1, 1950. Commissioner disallowed 
statutory exclusions on grounds gifts 
were of future interests in property. 


HELD: Commissioner sustained. Gifts 
were to commence in future. Effective 
enjoyment was postponed and at time of 
gift eventual donees and respective in- 
terests could not be finally established. 
Estate of Jardell v. Comm., 24 T.C. 72, 
July 14, 1955. 


Value of property for gift tax purposes. 
Donor gave farm land, cattle, and hos- 
pital to members of family. He arrived 
at value on basis of three appraisals. 
Government increased valuations relying 
mainly on assessed values for real estate 
tax purposes. 
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HELD: Court looks to value as defined 
in section 86.10(a) of Regulations 108, 
namely, “price at which such property 
would change hands between a willing 
buyer and a willing seller, neither being 
under any compulsion to buy or to sell.” 
This is to be determined from all rele- 
vant factors in case. Court set own value 
after finding neither donor nor Com- 
missioner had properly considered all 
relevant factors. Appraisals of donor 
showed no explanation of basis on which 
values were reached. Further, most of 
donor’s witnesses had experience in lend- 
ing field rather than in buying and sell- 
ing. Commissioner’s reliance on assess- 
ment was given little weight since he 
failed to establish correlation between 
such value and far market value of land. 
Cullers v. Comm., T. C. Memo Nos. 52703, 
52704; Aug. 15, 1955. 


Where all or any part of trust corpus 
may be distributed immediately gifts of 
corpus and income constitute gifts of 
future interests. Trust instrument pro- 


vided that trustee could distribute to 
each primary beneficiary all or any por- 
tion of corpus to extent deemed neces- 
sary or advisable in sole judgment of 
trustee. Commissioner disallowed exclu- 
sions taken against gifts of corpus and 
of income on ground that they were gifts 
of future interests. 


HELD: Commissioner sustained. Trust 
corpus being entirely exhaustible at any 
time, the amount of income distributable 
to beneficiary was not susceptible of 
determination. Both gifts of corpus and 
income constitute gifts of future in- 
terests. Hermann v. Comm., T. C. Memo, 
No. 212, July 27, 1955. 


Statutory exclusions not allowable on 
gifts contingent on future receipts. 
Donors desired to gradually transfer 
ownership of corporation to their two 
sons and to make provision for three 
other children. They transferred stock 
to sons and also established trust to 
which additional stock was transferred. 
Corporation was required to repurchase 
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from the trustee up to $3,000.00 of its 
own shares each year that it could & 
so, complying at all times with state lay 
regarding redemption of stock. Proceed; 
of repurchase were to be distributed t 
three children — beneficiaries of trust. Se 
Upon death of settlors, two sons could (a) | 





terminate trust by declaring sufficient§ set 
dividends to purchase full balance of Act 
stock held in trust. Government con.§ ™ 
tended that trusts created future in. righ 
terests and gift tax exclusions were not righ 
allowable. dete 
HELD: Refund denied. Interests - 
created by trust held to be future in that hia 
enjoyment, use and possession were post- “ 
poned and were indefinite. There was un.- a 
certainty as to time and amount of future a 
receipts by donees. Redemption require. ial 
ment was contingent on state law which ny 
authorized repurchase only from earned ra 
or paid-in surplus. Additionally, there 119 


was no requirement that corporation 
acquire specified amount of stock. No 
more than $3,000.00 could be retired in 
any one year. Shefner v. Knox, U.S.D.C, ] 


55- 


4th Div. Minn., June 16, 1955. doe 
REVENUE RULINGS “ 
Gift Tax: Charitable deduction not § by 


allowed where gift contingent upon death § 4 
of life tenants without issue surviving. § Fr 
Irrevocable inter vivos trust provided § he 
for remainder interest to charity based § °0 
upon contingency that life tenants, age § Cc 
40 and 50 years on date of gift, die with- § sh 
out issue surviving. to 





Service rules that no charitable de- 
duction is allowable under section 2522 
of the 1954 Code. It is wholly uncertain E 
that anything would go to charity. Rev. ‘i 
Rul. 55-483, I.R.B., 1955-31, p. 11. . 


Income Tax: Amount received by 
estate from claim in litigation at dece- 
dent’s death is includible in gross income. 
Decedent at date of death had litigated 
claim pending for damages for patent 
infringement. Amount was subsequently 
received by estate. 


Service rules that amounts received 
constitute income acquired by reason of 
death of decedent. Under section 691 of 
1954 Code it is includible in gross in- 
come of estate in taxable year when 
received. Rev. Rul. 55-463, I.R.B., 1955- 
30, p. 15. 


aan saa 2p 20 gote 2 OO €> 


Estate Tax: Basis of property in hands 
of trustee upon grantor’s death where 
right to income and power to amend oF 
revoke trust are reserved. Trust instru- § | 
ment provides for payment of specified 
income to husband and balance of in- 
come to grantor for life. Upon death of 
grantor full income is payable to hus- 
band for life. Trust further provides 
that grantor and husband, or grantor 
alone in case of husband’s death, can 
alter, modify or revoke instrument. 
Grantor dies. In order to obtain funds to 
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pay estate taxes, trustee sells securities 
and pursuant to section 1138(a)(5) of 
1939 Code seeks to use their fair market 
value as of date of grantor’s death as 
cost basis. 


Service rules that under section 113 
(a)(5) of the 1939 Code as amended by 
section 203(a) of the Technical Changes 
Act of 1953 the basis for gain is fair 
market value only where two types of 
rights are reserved to the grantor: (1) 
right to receive income for life or to 
determine who shall receive it, and (2) 
right is reserved at all times to grantor 
to alter, amend or revoke trust. Right to 
revoke or change must be entirely in 
grantor. Here such right could only be 
exercised in conjunction with one hav- 
ing adverse interest. Thus, basis in 
instant case is not fair market value 
at date of death of grantor, but is same 
as grantor’s basis as provided in section 
112(a)(2) of the 1939 Code. Rev. Rul. 
55-502, ILR.B. 1955-32. p. 20. 


Estate Tax: Donee’s mental incapacity 
does not affect general power of appoint- 
ment. Decedent was lifetime income 
beneficiary of testamentary trust created 
by husband and had full power to use 
and dispose of trust corpus during life. 
From date of creation of trust to date of 
her death, decedent was mentally in- 
competent. Section 2041(a)(2) of 1954 
Code provides that value of gross estate 
shall include all property “with respect 
to which decedent has at the time of his 
death a general power of appointment 
created after October 21, 1942 
Estate representatives contended power 
was not general because decedent at no 
time had mental capacity to renounce 
or exercise power. Additionally, her use 
and disposition of corpus were limited to 
amount needed for her comfortable main- 
tenance and support. As such, power was 
restricted by ascertainable standard and 
was non-general under 2041 (b)(1)(A) 
of 1954 Code. 


Service rules that both right to use in- 
come and power of disposition of corpus 
are exercisable with approval of local 
Court, which has no substantial adverse 
interest in property. Taxable event. is 
possession of power at death, rather than 
exercise of power. Therefore, power is 
general and value of trust at date of 
creation qualifies for marital deduction. 
Rey. Rul. 55-519, I.R.B. 1955-33, p. 13. 


” 
. 


Gift Tax: Consent to gift-splitting by 
executor of estate of decedent’s spouse 
inapplicable to gifts effective when donor 
Is widower. Executor of estate of spouse 
consented to application of gift-splitting 
benefits to gifts in same calendar year 
after death of wife. 


Service rules consent is not applicable 
as to such gifts. Rev. Rul. 55-506. I.R.B. 
1955-32, p. 24. 
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Income Tax: Arrearages in periodic 
alimony payments paid by estate includ- 
ible in gross income of wife. Pursuant to 
divorce decree husband was required to 
make certain periodic alimony payments 
to wife. After husband’s death executor 
of estate made certain payments in com- 
promise of arrearage claims for alimony. 


Service rules that part of lump-sum 
settlement representing arrearages in 
periodic payments required by decree is 
includible in gross income of wife in year 
of receipt. Rev. Rul. 55-457, I.R.B. 1955- 
29, p. 14. 


Gift Tax: Transfer to spouse of real 
property situate in community property 
state held not to constitute gift. Hus- 
band, resident of non-community prop- 
erty state, purchased property in 
Louisiana, a community property state, 
with his separate funds and title was 
taken in his name alone. Many years 
later he transferred to wife her one-half 
community interest in accrued income 
from property. 


Service rules such transfer does not 
constitute gift. Where resident of non- 
community property state acquires real 
property in community property state 
with his separate funds, normally the 
character of funds is transmitted to 
property acquired, separate property re- 
maining separate property. However, 
under Louisiana law where it is not 
stipulated that real estate is purchased 
with husband’s separate property and for 
his separate use, property becomes com- 
munity property. Here since this was 
not stipulated, property became com- 
munity property in which wife acquired 
one-half interest. Transfer, therefore, 
was of wife’s one-half interest and did 
not constitute gift. Rev. Rul. 55-461, 
I.R.B., 1955-29, p. 21. 


A A A 


@ New York University’s fourteenth an- 
nual Institute on Federal Taxation meets 
from November 9 to 18 at the Hotel 
Barbizon-Plaza in New York City. The 
Institute already has a capacity regis- 
tration. 
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CURRENT LITERATURE NOTES 


Book 


Procedure and Practice Before Tax 

Court of United States 

15th Edition, 1955. Edited by CCH Editorial 

Staff. Commerce Clearing House, Inc., 214 N. 

Michigan Ave., Chicago 1; 286 pp. $4. 

The latest edition of this long-accepted 
guide contains the information necessary 
or helpful in taking a tax case to the 
Tax Court of the United States and be- 
yond. It includes a list of essential forms; 
the actual language of an important 
form; a step-by-step chart showing each 
move to be made, and when, from 
“notice of deficiency received by tax- 
payer” down to “appeal to U. S. Supreme 
Court;” the Tax Court rules; Courts of 
Appeals rules for review; the District of 
Columbia Code of Evidence. 


All pertinent developments down to 
publication date make this a convenient 
manual for the federal tax practitioner. 


SUPPLEMENT 


The 1954-55 supplement to “Separa- 
tion Agreements and Ante-Nuptial Con- 
tacts” by Alexander Lindey, covers cases 
up to December 31, 1954, and relevant 
changes in the tax law made by the 1954 
Revenue Code. New material includes 42 


COINS 
MEDALS % 
PAPER MONEY 


Appraised 











Catalogued F iii 


Estates 
Museums 
Banks 

Insurance Purposes 


COIN COLLECTIONS 
Bought and Sold 


Collections catalogued and sold at 
public auction—sales held regularly. 
one of 
AMERICA’S OLDEST AND 
LARGEST COIN DEALERS 





new forms, including a complete set of 
arbitration forms. 


The publisher is Matthew Bender & 
Co., Inc., of Albany and New York. 


ARTICLES 


Revealing Questions Asked by Policy- 
owners and Beneficiaries, by Marion 
Stevens Eberly: Journal of. C.L.U.’s 
Summer (3924 Walnut St., Philadelphia 
4; $1.50) 

The Estate Planner and Employee 
Benefit Plans, by Frank J. Campbell, 
Jr. Ibid. 


Valuation of Assets on Death of a 
Partner, Comment: Michigan Law Re- 
view, May (Ann Arbor; $1) 

What Every Lawyer Should Know 
about Restrictions on Transferability of 
Stock, by Lillian K. Kubicek: Illinois 
Bar Journal, June (424 South Second 
St., Springfield; $1) 

Non-Residents Should Be Permitted to 
Nominate Personal Representative in 
Illinois, by Judge Seely P. Forbes: Ibid 


Effect of Spouse’s Elective Right under 
N. Y. Decedent Estate Law on Powers 
that May be Given Testamentary Trus- 
tee, Note: N. Y. U. Law Review, June 
(Vanderbilt Hall, Washington Sq. So., 
New York 3; $2) 

Uses of Powers of Appointment in Iowa 
Estate Planning, by Walter R. Brown: 
Iowa Law Review, Summer (Iowa City; 
$1) 

Auditing Role in a Special Guardian 
Assignment, by Albert Krassner: N. Y. 
Certified Public Accountant, Aug. (677 
Fifth Ave., New York 22; 50¢) 

Valuation of Common Stock of Un- 
listed Corporations, by John F. Maney: 
Taxes, Aug. (214 N. Michigan Ave., 
Chicago 1; 60¢) 

A Tax Trap for the Family Trustee 
(under Code Section 678c), by Milton H. 
Stern: Ibid. 

Deduction of Charitable Remainder for 
Estate Tax Purposes — A Valuation 
Problem: Note, Virginia Law Review, 
June (Clark Memorial Hall, Charlottes- 
ville, $1.50) 

Postdeath Estate Planning, by Alfred 
Magnusson: Jowa Law Review, Summer 
(Iowa City; $1) 


A A A 


FPRA Library Selects 38 
Projects 


Thirty-eight projects submitted by the 
class of 1955 of the School of Financial 
Public Relations have been selected for 
the Financial Public Relations Associa- 
tion library. They cover subjects rang- 
ing from market research to working 
with youth and are reports of activities 


actually undertaken during the past year 
by the writers. Projects in the library, 
which are available to FPRA members, 
now number 221 titles, and represent the 
work of students since the 1948 found. 
ing of the School, which is jointly spon. 
sored by the FPRA and Northwestern 
University. 

Among this year’s projects are the fol. 
lowing, of particular interest to readers 


of T&E: 


The Relationship of a Bank’s Person. 
nel to Its Community Relations 
Program 
CORTLAND O. BURCKHARDT, Bowery 
Savings Bank, New York. 

This outstanding project deals with a 
situation which in some degree is faced 
by many banks. It revolves around the 
fact that almost all of the bank’s staff 
reside in communities other than the one 
in which they work, and due to eco- 
nomic evolution there is a tendency to- 
ward a feeling of superiority over it. The 
steps taken to build a better relationship 
include: dealing with widely separated 
cultures; enlisting the aid of schools 
through “Junior Advisers;” gradually 
winning the staff to an understanding of 
their work community responsibilities; 
school savings. 


A Family Finance Forum as an Out- 
growth of a Women‘s Finance 
Forum 
DONALD L. CHAPMAN, First Security Bank 
of Idaho, Boise. 

This project offers a realistic descrip- 
tion and appraisal of the planning, pro- 
motion, detailed operation, and results in- 
cluding both mistakes and successes. Se- 
lection of the Business and Professional 
Women’s Club as sponsor contributed aid 
and enthusiasm. The project is illustrated 
with forms and photos. 


An Investment in Youth 


CHARLES H. GOEBEL, Wayne Oakland 


Bank, Royal Oak, Mich. 

A fine presentation of bank-school co- 
operation with particular emphasis on 
the “work-study” idea in operation in the 
author’s bank and industry in his city. 
The benefits of the educational-vocational 
training program are made clear for the 
bank, the schools, the teachers, and par- 
ticularly the students. 


Promoting Trust Business Through 
Existing Trust Accounts 
FREDERICK L. RODENBECK, Jr., First 
National Bank & Trust Co., Asheville, N. C. 
Much thought, reading and research 

was put into this project and the basic 
principles behind the planning are clearly 
stated. Check lists, personnel instruc- 
tions, and insistence upon cordial, friend- 
ly and frequent contact with trust cus- 
tomers are the keynote of the project. 
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RECENT FIDUCIARY DECISIONS 


ACCOUNTING — Court — Rules for 
Revoking Decrees 


Massachusetts—Supreme Judicial Court 


Reynolds v. Remick, 1955 A.S. 743; June 30 
1955. 


In dismissing a petition by a benefi- 
ciary of a trust to revoke the allowance 
of the first account of the trustees and 
also to revoke a decree authorizing the 
trustees to transfer assets of the trust 
to two corporations organized by them, 
on the ground of fraud, the court laid 
down the following rules: 


“To justify revocation of decrees it 
is not enough to show that available evi- 
dence was not offered, that material con- 
tentions were not properly presented, or 
that the issues were not rightly decided. 
That fraud in the presentation of a case 
is not ground for revocation of a decree 
applies to Probate Courts, with the fol- 
lowing exceptions. A court may correct 
a manifest error in a decree. It may 
revoke a decree procured by fraud which 
induced the court to take a jurisdiction 
which it did not have. And it may revoke 
a decree where fraud has operated to 
deprive an interested party of his day in 
court ... If a beneficiary consents to an 
act by the trustee which would constitute 
a breach of trust toward the beneficiary, 
the beneficiary cannot hold the trustee 
liable for the consequences of the trus- 
tee’s acts if the beneficiary was sui juris 
and had full knowledge of all relevant 
facts and of his legal rights and if his 
consent was not induced by any improper 
conduct of the trustee.” 


Claims — Action Barred on Agree- 
ment by Executrix to Sell Real 
Estate 


Massachusetts—Supreme Judicial Court 

Reilly v. Whiting, 1955 A.S. 733; June 29, 

1955. 

Action to recover deposit paid on ac- 
count of purchase of real estate. The de- 
fendant, executrix and sole legatee under 
her husband’s will, with a power of sale, 
signed an agreement, both individually 
and as executrix, to sell real estate to 
the plaintiff, and the latter paid a de- 
posit of $1500. On the date set for pass- 
ing papers the defendant tendered a 
deed as executrix under the power in the 
will. The plaintiff refused to accept the 
deed on the ground, among others, that 
it was not given under license and the 
inheritance tax lien was not released. 
The suit was not brought for 2% years 
after and the statute of limitations was 
pleaded in defense. 

HELD: The suit was barred by G. L. 
206, §11, imposing a one year limitation 
on actions based on a contract made by 
an executor or administrator. While she 
was of course bound individually as well 


SEPTEMBER 1955 


as executrix, as in the case of any con- 
tract made by an executor or administra- 
tor, unless personal liability is expressly 
excepted, the statute protects her per- 
sonally as well for acts done by her as 
executrix. 


CLaAImMs — Divorced Wife Entitled to 
Share of Husband’s Interest as 
Beneficiary of Estate 


Missouri—Springfield Court of Appeals 
McDougal v. McDougal, 279 S.W. 2d 731. 


Under an Arkansas judgment, de- 
fendant husband was granted a divorce 
from plaintiff, but plaintiff was given 
“an undivided one-third interest in the 
personal property” of defendant. De- 
fendant was named as beneficiary in the 
will of his deceased great-uncle. He and 
others were bequeathed specific sums to 
be paid “in annual payments of one- 
tenth (1/10) of the principal amounts be- 
queathed, together with the income 
earned by the principal during the year 
next preceding such payments.” The will 
provided that if any of the named bene- 
ficiaries died prior to receiving full pay- 
ment of their bequests, the balance of 
such beneficiary’s bequests “shall pass to 
his, her or their heirs in accordance with 
the laws of descent and distribution of 
the state of which such beneficiary shall 
be a resident at the time of his, her or 
their death.” The residuary clause of the 
will provided that “at the end of ten 
years after my demise *** the rest, resi- 
due and remainder of my estate be di- 
vided among the beneficiaries named *** 
in proportion to the amounts bequeathed 
to them, or to their heirs.” This propor- 
tion with respect to defendant was 3/57 
of the residuary estate. 


The divorce decree, under which plain- 
tiff received a one-third interest in de- 
fendant’s personal property, was en- 
tered some four years after testator’s 
death. Subsequently, and more than ten 
years after testator’s death, plaintiff 
caused execution and garnishment of is- 
sue on the decree in an attempt to ob- 
tain one-third of defendant’s interest in 


the residuary estate. The trial court sus- 
tained defendant’s motion to quash, on 
the ground that the decree gave plaintiff 
an interest only in personal property with 
respect to which defendant had a vested 
interest, whereas defendant’s interest in 
the residuary estate was not a vested in-° 
terest. 


HELD: Reversed and remanded. De- 
fendant’s interest in the residuary estate 
was a vested interest. An interest or 
estate is vested where there is an im- 
mediate right of present enjoyment, or 
a present, fixed right of future enjoy- 
ment. Unless a contrary intention is 
clearly manifested, the law favors the 
vesting of testamentary gifts or legacies 
at the earliest possible date. 


The will directed payment of fixed pro- 
portions of the residuary estate to named 
beneficiaries on a definite date. At the 
testator’s death, defendant’s right to re- 
ceive 3/57 of the residuary estate ten 
years later became a present, fixed right 
of future enjoyment of such interest. 
That actual enjoyment depended upon 
survival of the trust period did not render 
the interest contingent. Had defendant 
died in the meantime, his interest would 
have passed to his heirs “in accordance 
with the laws of descent and distribu- 
tion.” Defendant’s interest was a vested 
interest subject to defeasance by a con- 
dition subsequent. 


CLtarims — Enforceability of Oral 
Agreement to Make Will 


Nebraska—Supreme Court 


O’Neal v. First Trust Co. of York,, 70 N.W. 
2d 466. 


Suit to enforce oral agreement to will 
one-half of estate to plaintiff, in consid- 
eration of care and services to be ren- 
dered. 


HELD: Dismissal affirmed. 1. Such a 
verbal contract is void under the statute 
of frauds, unless things done, constitut- 
ing performance, are such as are refer- 
able solely to the contract sought to be 
enforced. 
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2. Declarations of the decedent to 
support the alleged contract do not 
amount to direct proof and unless sup- 
ported by other evidence, are entitled to 
but little weight. 


3. Since real estate had been con- 
verted into personal property by execu- 
tor, wife of the claimant, who disclaimed 
any interest in the contract, should have 
been permitted to testify. She was not 
‘an interested party, prohibited by law 
from testifying as to transactions with 
a person since deceased. She had “no 
direct interest in and will not gain or 
lose by the result of the suit.” 


CLaims — State Agency Not Barred 
by General Statute Limiting Period 
of Filing 

Colorado—Supreme Court 


Colorado Department of Public Welfare v. Es- 
tate of Griffith, 275 2d 945. 


The Jefferson County Department of 
Public Welfare and the State Department 
of Public Welfare filed a claim against 
the estate for moneys paid by the County 
Department of Welfare during her life- 
time under her fraudulent misrepresenta- 
tions. The claim was filed after the date 
set by statute for filing of claims against 
an estate. In rejecting the claim, the ad- 
ministrator also contended that the claim 
of the Welfare Department was barred 
because a large portion of the estate had 
already been distributed. 
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HELD: The claim is not barred. The 
County Welfare Department, which is an 
agency of the state, and the state itself 
are not barred by the statute of nonclaim, 
unless the statute specifically applies to 
the state, which this statute does not. 
There are still assets in the estate undis- 
tributed, and those assets which were 
distributed were distributed under a re- 
ceipt whereby the distributee agreed to 
repay to the estate a ratable proportion 
of any subsequently allowed claims or 
taxes. Therefore, the distribution was 
made in express contemplation of the al- 
lowance of this type of claim and an 
agreement to repay if the distribution 
was necessary to be repaid to pay such 
a claim. 


DISTRIBUTION — Remainder After 
Death of Life Tenant, Divided in 
Accordance with Residuary Clause, 
Must First Make Up Deficiencies 
in Pecuniary Legatees 


Massachusetts—Supreme Judicial Court 

Sibley v. Livermore, 1955 A.S. 717; June 28, 

1955. 

The will contained 221 clauses. Clause 
211 gave $400,000 to trustees to pay the 
income to the testator’s niece for life. On 
her death the fund was to be divided in 
accordance with the residuary clause. 
Clause 220, which disposed of the residue, 
was cancelled by a subsequent codicil 
which changed the disposition of the 
residue. (Note — the court assumed that 
the reference to the residue.in the will 
meant the substituted residue in the 
codicil.) 


Clause 219 provided first, that if any 
of the legatees predeceased the testator 
the sums bequeathed should become part 
of the residue, unless otherwise specified; 
second, that if the estate was insufficient 
to pay the legacies in full, the legacies 
in trust and those for $5,000 or more 
should be preferred; and third, that all 
estate and inheritance taxes should be 
paid from the residue. 


The estate was not sufficient to pay 
even the preferred legacies in full, and 
in accordance with the decree in an 
earlier litigation the executors paid all 
the preferred legatees, including the 
trust at issue in this case, 91% of their 
legacies, less the Massachusetts inheri- 
tance taxes on each one. Nothing was 
paid to either the deferred or the residu- 
ary legatees. 


After the death of the life tenant in 
1954, the trust fund, originally $352,000, 
was liquidated for $585,000. Out of this 
must come the expenses of distribution, 
income taxes on gains, and Massachu- 
setts inheritance taxes on the amounts 
to be distributed to legatees. Exclusive 
of this trust it would take about $168,000 
to make up for the 9% not paid to the 
preferred legatees and to reimburse them 
for the inheritance taxes. The deferred 
legacies, not paid at all, totalled $124,000. 


HELD: The clause in the trust pro. 
viding for distribution in accordance with 
the residuary clause did not operate to 
make gifts after the death of the life 
tenant to the persons named in the resi. 
duary clause, but meant that the re. 
mainder after the life tenant’s death was 
to be treated as part of the residue, 
As such it was subject to the pay. 
ment of deficiencies in the pecuniary 
legacies, deferred as well as _ pre. 
ferred, in priority to payments to the 
residuary legatees. The use of the word 
“divided” instead of “distributed” did 
not show any different intention. In the 
earlier case the court had made a similar 
ruling as to a trust where the life tenant 
predeceased the testator. The trustee 
should be instructed to pay over the bal- 
ance to himself as executor. 


The petition was by the trustee, and 
as executor he could not be given in. 
structions asked for as trustee. As no 
one objected, however, the court would 
give him the instructions on the assump. 
tion that the petition would be amended 
by naming himself as surviving executor 
and surviving trustee. 


On this basis the executor was in- 
structed to pay first the 9% deficiency 
in the preferred legacies, less the Massa. 
chusetts inheritance taxes and with 4% 
interest from one year after the testator’s 
death. Next he should pay principal and 
interest of the deferred legacies, less in- 
heritance taxes. Inheritance taxes were 
to be paid out of the residue, but could 
not be paid until the residue was estab- 
lished. Once a residue was established 
all legatees would be reimbursed for the 
taxes deducted from their legacies. There 
was no priority among the legatees as 
to taxes. If the estate was not sufficient 
to pay the deferred legacies, with inter- 
est, or to reimburse the legatees for the 
taxes, the amount available should be 
prorated. 


The petitioner also requested instruc- 
tions as to deduction to which he was 
entitled from the tax assessed on the 
capital gains by virtue of the fact that 
many of the legatees were non-residents, 
but the court refused on the ground that 
equity will not interfere to determine 
the validity of a tax. 


DISTRIBUTION — Trust Remainder- 
men Not Entitled to Preference 
Where Estate Assets Insufficient 


New York—Surrogate’s Court, Suffolk County 
Matter of Groves, N.Y.L.J., Aug. 23, 1955. 


The testator gave each of his three 
children the income of a trust and 4 
general testamentary power to appoint 
the remainder. The testator’s assets fell 
far short of the total amount of the 
general legacies and the principal of the 
children’s trusts. A prior decision of the 
court directed that the income from the 
children’s trusts was entitled to priority 
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—without determining the ultimate dis- 
position of the remainders. The general 
legatees received only a small part of 
their legacies—as most of the estate’s 
assets were used to establish the trusts 
and thus to give priority to the chil- 
dren’s income. One of the children died 
and exercised his testamentary power 
in favor of his wife and child. The ques- 
tion here is whether the remainders of 
the children’s trusts should also be pre- 
ferred over the general legacies? 


HELD: The bequest of the trust prin- 
cipal is a general legacy which is not 
entitled to a preference over other gen- 
eral legacies unless it is shown to have 
been intended by the testator either for 
(i) the maintenance and support of a 
near relative otherwise unprovided for, 
(ii) a widow in lieu of dower, or (iii) a 
valid consideration. The general testa- 
mentary power of appointment given to 
the children negates such intention and 
requires the equitablé apportionment of 
the trust principal among all of the gen- 
eral legacies and remaindermen. 


GUARDIANSHIP — 
Court Over 
Third Person 


California—Supreme Court 

Central Bank v. Superior Court of Alameda 

County, 45 A.C. 1 (July 12, 1955), nullifying 

decision of District Court of Appeal, 127 A.C.A. 

562, 128 A.C.A. 113, 273 P. 2d 906, abstract- 

ed in November 1954 issue at page 1060. 

In 1949 Bennie L. Perry, mother of 
Sam Perry, a minor, was appointed 
guardian of his person and estate. There- 
after the court approved the compromise 
of minor’s claim for personal injuries 
and ordered that the net sum remaining 
from the compromise, $4,011.71, be de- 
posited in Central Bank “ * * * in a sav- 
ings account in the name of said minor 
with the petitioner [Bennie L. Perry] as 
trustee thereof, without bond, and there 
to remain until said minor attains the 
age of twenty-one years, or upon further 
order of this court.” A check in the 
above mentioned sum was made payable 
to the bank and delivered to the guardian 
with a notation-on the back that it was 
to be deposited “to the account of Sam 
Perry, a minor, with Bennie L. Perry, as 
Trustee, said funds to remain until Sam 
Perry attains the age of twenty-one 
years, or upon further order of Court.” 


The mother deposited the check in her 
own personal account and _ thereafter 
withdrew the funds and converted them 
to her own use. In her capacity as guar- 
dian she then brought an action against 
the bank to recover the money and ob- 
tained a citation directing the bank to 
appear in the guardianship proceeding 
to show cause why it should not repay 
it. The bank then applied for writ of 
prohibition to prevent the Superior Court 
from proceeding further in this matter. 


Jurisdiction of 
Controversies with 


SEPTEMBER 1955 


HELD: Writ granted. The bank is a 
stranger to the guardianship proceed- 
ing, and the Superior Court has no juris- 
diction to decide a disputed claim be- 
tween the guardianship estate and the 
bank. The court follows similar rule 
applied in probate proceedings and dis- 
tinguishes cases where the party against 
whom relief is sought is in privity (for 
example, is executor or administrator) 
with the estate. The controversy is one 
to be determined by the court in the 
exercise of its general jurisdiction, the 
fact being noted that an action is pend- 
ing to recover this identical fund. 


GUARDIANSHIP — Removal of Guard- 
ian for Self-Dealing 


California—District Court of Appeal 


Estate of Howard, 133 A.C.A. 737 (June 13, 
1955). 


Guardian of minor daughter was re- 
moved on petition showing that guardian 
caused sale of jewelry belonging to 
ward, it appearing that the jewelry was 
purchased through a dummy, and the 
guardian was the actual purchaser. 


HELD: Guardian’s appeal from order 
of removal affirmed. 


JURISDICTION — Court Could Not 
Collaterally Attack Determination 
of Residence by Probate Court 


Kentucky—Court of Appeals 
Strother v. Day, 279 S.W. 2d 785. 


This action to set aside a conveyance 
of real estate made prior to the death of 
the testatrix was brought in the Boone 
County Circuit Court, a court of general 
jurisdiction, by the executor of a will, 
probated in the Fayette County Court, a 
court having probate jurisdiction. The 
will expressly provided that the executor 
shall have, “full power to sell and convey 
any real estate.” 


As a defense to the action, it was as- 
serted that the testatrix was a non- 
resident of Fayette County; that the 
Fayette County Court was without juris- 
diction to probate the will, and that let- 
ters testamentary granted to the execu- 
tor were void. The affirmative allegations 
setting up the defense were controverted 
by the executor, and in addition he urged 
that the defense was not available, since 
it constituted a collateral attack upon 
the judgment of probate as well as the 
judgment entered in the Fayette Cir- 
cuit Court in a prior action. 

After the probate of the will in the Fay- 
ette County Court an action was brought 
in Fayette Circuit Court in which the ex- 
ecutor was named as a defendant and all 
heirs at law as well as the beneficiaries 
under the will were named as either 
parties plaintiff or defendant. In that 
action a question, among others raised, 
was whether the testatrix was a reisdent 
of Fayette County. The action was set- 
tled by an agreed judgment which in 


terms “sustained” the jurisdiction of the 
Fayette County Court to probate the 
will, 


Notwithstanding the decision in the 
earlier case, the Boone County Circuit 
Court heard evidence on the question of 
residence of the testatrix; reached the 
conclusion that the testatrix was not a 
resident of Fayette County; held that 
the letters testamentary issued by the 
Fayette County Court were void; and dis- 
missed the action. The executor took an 
appeal. 


HELD: Reversed. The Boone County 
Circuit Court erroneously permitted a 
collateral attack to be made upon the 
judgment of the Fayette Circuit Court. 
It is provided by statute (Sec. 394.260, 
KRS) that a final judgment of a circuit 
court in an appeal from an order of 
probate (the method of instituting a con- 
test of a will) is a bar to any other pro- 
ceeding in relation thereto; however, the 
provision is that such bar “*** does not 
preclude a court of equity from its juris- 
diction to impeach such final decision for 
any reason that would give it jurisdic- 
tion over any other judgment at law.” 


The Fayette Circuit Court in the will 
contest proceeding had, by the entry of 
the agreed judgment in which the juris- 
diction of the Fayette County Court to 
probate the will was “sustained,” neces- 
sarily decided that the testatrix was a 
resident of Fayette County. The Boone 
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County District Court, sitting as a court 
of equity, could not entertain a collateral 
attack upon the judgment of the Fayette 
Circuit Court in deciding the residence 
of the testatrix. 


PowErs — Limitations — Prohibi- 
tion Against Sale of Property Held 
Mandatory — No Vested Remain- 
ders 


Kansas—Supreme Court 
Diver v. Hendrix, 178 Kansas 253. 


Charles Diver died in 1918, survived 
by his wife, three daughters and five 
sons. The pertinent parts of his will are 
as follows: 


1. It is my further wish and desire, 
and I hereby give, devise and bequeath 
to my beloved daughters, Ethel Diver, Dor- 
othy Diver, and Anna Diver, the use and 
enjoyment of any and all of my said estate 
which may be left after the death of my 
beloved wife, Anna C. Diver, or after she 
re-marry and cease to be my widow. It is 
my wish and desire that my beloved daugh- 
ters have the use and enjoyment of said 
property in common for their benefit, or 
any of my said daughters surviving to 
have the use of said property so long 
as any of them may live. 


2. It is my further wish and desire that 
upon the death of my beloved wife, and 
all of my beloved daughters, then and in 
that event, said property to be divided 
equally between any of my beloved chil- 
dren then living, or the heirs of the body 
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of any of my beloved children; it being 
my desire that my beloved children living, 
and the heirs of the body of any child 
deceased, shall share and share alike in 
my said estate. That is to say, that the 
heirs of the body of any of my beloved 
children shall receive that part and por- 
tion which would descend to their parent, 
my beloved child. 

3. It is my further wish and desire 
that my beloved daughters do not dispose 
of said real estate, or any part thereof, 
and are hereby enjoined from so doing, and 
that during the continuation of said will, 
and before the division of said estate, the 
parties receiving the enjoyment thereof, 
and use thereof, are to keep up the taxes, 
expenses and improvements of said prem- 
ises. My beloved wife and daughters are 
hereby granted the right to lease said 
premises for oil, gas or other minerals, if 
they desire. 

4. It is my further wish and desire that 
after the death of my wife and daughters, 
then and in that event, the parties to whom 
my estate descends are hereby granted the 
right to sell, dispose and divide the same 
as they may wish and desire. 

Testator’s wife died in 1935, without 
having remarried. The three daughters 
are still living. In 1954 one of the sons 
of the testator filed a petition to quiet 
his title to certain land owned by the 
testator at the time of his death. The 
petition alleged that his three sisters, 
his living brothers, and the widow and a 
child by adoption of a deceased brother 
had conveyed their respective interests 
in the property to the plaintiff. 


To this petition the daughter of one 
of the sons of the testator filed an an- 
swer alleging that if her father should 
not be living at the time of the death 
of the last daughter of the testator, she 
would be entitled to a share of the estate, 
and further alleging that at this time 
none of the sons of the testator named 
in plaintiff’s petition have any right or 
title to the real property involved. 

The trial court held that the injunction 
contained against disposition of the life 
estate of the daughters was merely 
precatory and unenforceable; that the 
remainder interests created by the will 
are vested remainders not subject to be- 
ing divested or opened to admit addi- 


tional descendants of the testator; that 
the phrase “heirs of the body” consti- 
tutes words of limitation and not words 
of purchase, and that issue, born or un- 
born, of the children of the testator had 
no interest, vested or contingent, in and 
to the title of the real property in ques. 
tion. 


HELD: Reversed. The trial court erred 
in holding that the injunction against 
the daughter for conveying the property 
was precatory and unenforceable. The 
testator desired the property not to be 
sold until after the death of his wife and 
daughters. The title to the property was 
never to vest in anyone until the death 
of his wife and all of his daughters. That 
time has not come because the daughters 
are all still living. 


PoweErRs — Limitations — Amount 
of Seed to be Planted is in Dis- 
cretion of Trustee 


Kansas—Supreme Court 


In re Estate of Gustafson, 178 Kansas 230. 


A main objection on trustee’s account- 
ing was to a disbursement for seed. The 
trustee had used 335 bushels of seed 
wheat for 235 acres of land. The trial 
court concluded that 100 bushels of wheat 
were thus lost to the estate, and this was 
gross neglect of duty or malfeasance in 
office. 


HELD: Reversed. The amount of 
wheat to be sown was a matter within 
the discretion of the trustee. The trial 
court’s finding that one bushel of wheat 
was the normal amount to be planted was 
not binding on the trustee. It was his duty 
to exercise his judgment in the matter. 
In the absence of any evidence whatever 
of bad faith or abuse of discretion his is 
the final word. 


SPOUSE’S RIGHTS — Revocable Liv- 
ing Trust with Income Reserved 
is Valid Against Widow’s Claim 


Missouri—Supreme Court 
Potter v. Winter, 280 S.W. 2d 27. 


Three months prior to his death, de- 
ceased husband executed an instrument 
entitled “Revocable Indenture of Trust.” 
Certain assets were scheduled as assets 
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of the trust and each schedule bore the 
receipt of the trustees, of which the 
grantor was one. Grantor retained the 
net income for his life. Upon his death, 
the remaining trustees were to pay his 
funeral expenses, taxes, and his debts, 
and his widow was to receive the net 
income from approximately one-half of 
the assets, with a power to appoint the 
same by her last will. In the event of 
the widow’s failure to exercise the power 
of appointment, the assets were to be 
held in trust for certain of her relatives. 
No trust would continue with respect to 
these assets for a period longer than 21 
years from and after the death of the 
last to die of named living persons. The 
other one-half of the trust assets was 
to be held to pay income to grantor’s 
daughter or her children. 


Further trust provisions reserved to 
the grantor the right to revoke the trust 
at any time and in whole or in part. 
Substantially all of grantor’s property 
was in the trust at the time of his death. 
His widow brought suit in equity to set 
aside the trust. The trial court gave 
judgment for defendants. 


HELD: Affirmed..In order to create 
a valid express trust inter-vivos there 
must be a beneficiary, a trustee, a trust 
res so sufficiently described or capable 
of identification that the title thereto 
can pass to the trustee, and an actual 
delivery of the trust corpus, its char- 
acter considered, or a legal assignment 
of the same to the trustee actually con- 
veying present title to the trustee; or 
retention of the corpus by the owner 
under circumstances which unequivocally 
discloses an intent to hold it for the use 
of another. The trust recited and the 
evidence showed that the trust assets 
had actually been delivered to the trus- 
tees. It was not fatal to the validity of 
the indenture for the grantor to reserve 
in himself a beneficial life interest. Nor 
was the operation of the indenture as a 
valid present transfer of title destroyed 
by the power which the grantor retained 
in himself to modify or revoke the trust. 


The rule against perpetuities was not 
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violated. It included an express provision 
that no trust should continue beyond a 
period allowed by the rule. Provision for 
payment by the trustees of funeral ex- 
penses of a beneficiary (who might die 
exactly at the expiration of the period 
allowed by the rule) would not prevent 
the vesting of title free of trust. 


No intent and purpose to defeat the 
wife’s marital rights was shown. From 
all the circumstances it appeared that 
grantor wished to put his affairs in 
order, to look to the future interest and 
income of himself and his family, and 
to assure the present and continuing 
success of a business he had founded. 
The record revealed grantor’s affection 
and provident consideration for plaintiff. 


SUCCESSOR FIDUCIARY — Appoint- 
ment of Successor Corporate Fidu- 
ciary on Merger is Discretionary 
with Court 


Pennsylvania—Supreme Court 
Ranck Estate, 381 Pa. 332. 


Testator died in 1951 leaving a will 
appointing a bank and his wife as trus- 
tee. His wife predeceased him. In 1954 
the corporate trustee merged with a 
national bank and the daughter, the life 
tenant, petitioned the Court to appoint 
herself and another trust institution as 
substituted trustees in accordance with 
the Banking Code which empowers the 
Court to appoint substituted corporate 
fiduciaries in the event of merger. The 
petition was approved by all parties in 
interest and the proposed corporate trus- 
tee but opposed by the national bank. 


The daughter in 1952 had filed a peti- 
tion which had been denied for the 
appointment of herself as a co-trustee 
with the original testamentary corpo- 
rate trustee. The objections of the na- 
tional bank to the present petition were 
the possible conflict of interest, the lack 
of authority under the Banking Code 
to appoint an individual as a substituted 
trustee, and the possibility of bad faith 
on the daughter’s part of using the 
merger aS a means of getting herself 
appointed rather than any real objection 
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to the national bank. The lower court 
granted the petition. 


HELD: Affirmed. The Orphans’ Court 
has the power to appoint substituted fi- 
duciaries, regardless of the lack of au- 
thority in the Banking Code. The rea- 
sons against the appointment, although 
meritorious, are not barriers and were 
for the discretion of the lower court. The 
record shows no manifest abuse of dis- 
cretion. 


SUCCESSOR FIDUCIARY — Necessary 
and Indispensable Parties on Re- 
moval of Trustees 


California—Supreme Court 


Bowles v. Superior Court, 44 A.C. 602 (May 
19, 1955). 


In 1913, Henry Miller created an inter- 
vivos trust, to the income of which his 
daughter and son-in-law, Nellie and 
Leroy, succeeded as income benefici- 
aries at his death in 1916. Nellie, the 
survivor of the two, died in 1944. The 
income thereupon became payable to 
their three children, George, Leroy, Jr., 
and Beatrice. After the death of any of 
these persons, his share of income was 
to go to his issue, and on the death of 
the last surviving life beneficiary (the 
three persons last named) the corpus 
was to go to the descendants of Nellie 
and Leroy. George had four children, 
whom the opinion calls the Nickel re- 
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maindermen, and Beatrice had three 
children, called the Bowles remainder- 
men. Each of them had grandchildren 
also. The trustees were Leroy, Jr., and 
two other individuals. 


Three of the Nickel remaindermen 
brought an action to remove the :trus- 
tees, alleging fraud and mismanage- 
ment, that the trust had certain claims 
against one Houchin for fraud, and that 
claims against his estate would be barred 
unless presented by June 16, 1954 (the 
complaint was filed June 13). The com- 
plaint prayed for appointment of a re- 
ceiver, for removal of the trustees, and 
appointment of new trustees. On June 
13, 1954, the Superior Court made an 
ex parte order appointing Bourquin as 
receiver with authority to file claims on 
behalf of the trust against the Houchin 
estate, and the trustees were ordered to 
show cause why they should not be 
removed. On June 15, the return day, 
two of the trustees resigned, and the 
third was removed by the court on the 
ground that he was adversely interested 
in the Houchin estate. 


The receiver was appointed temporary 
trustee, and the hearing on the appoint- 
ment of successor trustees was contin- 
ued to June 30, on which date the Bowles 
remaindermen presented complaints in 
intervention, requesting leave to file 
them, also requesting the court to ap- 
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point certain designated persons or cor- 
porations as trustees. The court appoint- 
ed Bourquin and two other persons (none 
of them nominated by the Bowles re- 
maindermen) as trustees. On August 
2nd, the Bowles remaindermen presented 
a second complaint in intervention and 
made a motion that they be joined as 
necessary and indispensable parties, 
which motion was not acted on. The 
Bowles remaindermen then brought this 
proceeding in prohibition to prohibit 
further steps from being taken in the 
Nickel remaindermen’s suit and to have 
the orders already made declared void. 
The District Court of Appeal granted 
a writ of prohibition. 


HELD: Writ denied. 1. The petitioners 
had a remedy by appeal, and it was 
not necessary to invoke the extraordi- 
nary remedy of prohibition. 


2. The petitioners were proper, per- 
haps even necessary parties, but not in- 
dispensable parties. They could maintain 
prohibition if they were indispensable 
parties since the failure to join indis- 
pensable parties goes to the jurisdiction 
of the court. 


3. The court had jurisdiction to ap- 
point a receiver without ordering joinder 
of other parties. 


4. The presence of all beneficiaries 
is not indispensable to removal of a 
trustee. 


5. Courts have power to appoint new 
trustees in case of vacancy, and in the 
absence of a statute to the contrary, it 
is not necessary that beneficiaries be 
joined or notified in advance. (It is 
recognized that the rule in testamentary 
trusts is different under Cal. Probate 
Code Sections 1125 and 1126.) 


6. The petitioners were represented 
by other parties to the proceeding hav- 
ing identical interests. The Nickel re- 
maindermen’s suit was in the nature of 
a class suit involving community of in- 
terests among all beneficiaries. 


7. The petitioners failed to comply 
with the statutory requirement that a 








person asking to intervene must take 
a position on the pleadings by joining 
with one party or the other as required 


by Section 387, Code of Civil Procedure. 
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WILLs — Construction — Bequest to | 


Person Named as Trustee Not Con- 
ditioned that he Serve as Such 


Massachusetts—Supreme Judicial Court 
Zeltserman v. Woods, 1955 A.S. 773; July 5, 
1955. 

The will gave the estate to a trustee 
for the benefit of the testatrix’s mother 
for life. On her death what remained of 
the trust fund was bequeathed to Herbert 
if then living, and if not, then to Stanley. 
Herbert was named executor and trustee, 
but if he was unable or did not desire 
to serve, Stanley was named in his place. 
The mother predeceased the testatrix. 


Both Herbert and Stanley survived the | 


testatrix, but both declined to serve as 
executors and the petitioners were ap- 


pointed administrators c.t.a. The probate | 


judge ordered the estate to be distributed 
to Herbert, and the contesting heirs at 
law appealed, claiming that 
as intestate property. Their contention 
was that the bequest to Herbert was in- 
tended only as compensation for his ser- 
vices as trustee, and as he did not serve 
as trustee, the bequest failed. 


HELD: The decree giving the estate 
to Herbert was correct. The legacy was 
given to him by name and not as trustee. 
Also it was provided that if he did not 
desire to serve, Stanley was to serve in 
his place, but Stanley received no legacy 
for serving if Herbert was living. It 
seemed plain that the testatrix had per- 
sonal reasons for making the bequest. 
Also it was unlikely that she would have 
given her entire estate as compensation 
for what might be only a brief term as 
trustee. In Kirkland v. Narramore, 105 
Mass. 31, relied on by Appellants, the 
bequest was for a definite amount to the 
“above trustee” and was followed by 
other bequests. Sufficient evidence ap- 
peared here to show that the testatrix 
intended Herbert to have the legacy ir- 
respective of any services by him as 
trustee. 
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WILLs — Construction — Exclusion 
by Codicil Applies to Entire Bene- 
fits Under Will 
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Pennsylvania—Supreme Court 
Dunlap Estate, 381 Pa. 328. 


Testator directed that his residuary 
estate be divided into as many shares 


| as there were children living at his 


decease or then dead leaving issue then 
living. After providing for life estates 
to beneficiaries he directed that their 
shares were to go to their issue living 
at their respective deaths and in default 
of such issue to their heirs at law. At 
the date of the will, testator had three 
sons and a daughter living. Son John 
died before him, leaving a widow and 
son. Testator thereupon executed a codi- 
cil in which he referred to John’s death 
and declared that John’s widow and son 
were sufficiently provided for and he 
therefore revoked all gifts in which 
John, his widow or his son would parti- 
cipate in the estate, and bequeathed 
that share to his other children. The 
daughter died after testator, unmarried 
and without issue. John’s son claimed 
a share of her trust as one of her heirs 
at law and the lower court allowed the 
claim. The other children of testator 
appealed. 


HELD: Reversed. The language ex- 
cluding John and his family from parti- 
cipation in the estate was broad and 
sweeping. There being no gift to them 
by name, the language could not refer 
to any particular gift in the will, but 
must refer to the entire participation in 
the estate, whether by the share set 
apart for John as a child of testator 
or by the shares of the other children 
that might be inherited by John or his 
issue as their heirs at law. 


WILLs — Construction — Extrinsic 
Evidence Permitted to Identify 
Beneficiary 


Missouri—Supreme Court 
Evans v. Volunteers of America, 280 S.W. 2d 1. 


Item Two of testatrix’s will provided 
that a named person should have such 


personal items as she might select, “and 
the remainder thereof unto the Volun- 
teers of America, commonly known as 
the Salvation Army, in St. Louis, Mis- 
souri, for distribution to the poor.” Item 
Ten devised the entire residuary estate, 


“to the Volunteers of America, commonly 
known as the Salvation Army, located in 
St. Louis, Missouri, to be held by it in 
perpetuity for the use and benefit of the 
poor. 

“It is my desire that the assets which 
may be delivered to the Volunteers of 
America hereunder, together with any re- 
investment of the proceeds thereof, be held 
by said Volunteers of America, the Salva- 
tion Army, in a separate endowment fund, 
the principal to be kept intact, and the 
income forever used for its charities.” 


The executors sought a declaratory 
judgment as to which of two charitable 
corporations, The Volunteers of America 
or The Salvation Army, Inc., was the 
intended legatee and devisee. From a de- 
cree in favor of the Salvation Army, the 
Volunteers of America appealed. 


HELD: Affirmed. The will contained 
a latent ambiguity as to the legatee 
named. It was therefore proper for the 
trial court to consider extrinsic evidence. 
In the case of a latent ambiguity as to 
the person or thing intended, evidence 
of declarations made by the testator is 
admissible for the purpose of identifica- 
tion, provided that the declarations are 
not inconsistent with the terms sought 
to be explained, and provided there ap- 
pears on the face of the will a sufficient 
indication of testator’s intention to 
justify the application of the evidence. 
Under this rule the trial court properly 
considered the evidence of seven asso- 
ciates of testatrix to the effect that she 
frequently referred to the Salvation 
Army favorably and never mentioned the 
Volunteers of America as an independent 
organization. 


Generally, testimony of the scrivener is 
not permitted as to declarations by the 
testator regarding his intentions. How- 
ever, such testimony is proper when it 
is necessary in order to resolve a latent 
ambiguity as to the identity of a bene- 





















































SEPTEMBER 1955 





ficiary. Under the latter rule, the trial 
court properly considered testatrix’s let- 
ter of instructions to the scrivener in 
which she referred only to the Salvation 
Army. 


From the will and the extrinsic evi- 
dence together, it was clear that testa- 
trix intended to name the Salvation 
Army. 


WILLS — Probate — Necessary Alle- 
gations on Appeal from Probate 
by Heir 

Connecticut—Supreme Court of Errors 
Ciglar v. Finkelstone, 114 A. 2d 925. 


Plaintiff filed in the Probate Court mo- 
tion for appeal from a decree admitting 
a will to probate. The only allegations 
relating to the interest of the plaintiff in 
the decree were that she was the heir 
at law of the testator and was aggrieved 
by the decree. Defendants pleaded to the 
jurisdiction of the court on the ground 
that the motion failed to allege what 
the interest of the plaintiff was in the 
estate and in what manner her interest 
had been adversely affected by the decree. 


With the permission of the Probate 
Court, the, plaintiff filed an amendment 
to her motion in which she added the 
statement that she was the daughter of 
the deceased and that as heir at law she 
would be entitled to a share of the es- 
tate which would be substantially greater 
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than she would receive under the will. 
Defendants filed another plea to the 
jurisdiction and motion to erase on the 
ground that the Probate Court had no 
power to allow the amendment. Plaintiff 
then demurred to both pleas claiming 
that the original motion for appeal com- 
plied with all legal requirements. The 
Superior Court overruled the demurrers 
and dismissed the appeal. 


Section 7071 of the General Statutes 
provides that any “person aggrieved” by 
any order or decree of a court of pro- 
bate may appeal therefrom. Section 
7075 reads: “In each appeal from pro- 
bate * * * the interest of the appellant 
shall be stated in the motion for appeal, 
unless such interest shall appear on the 
face of the proceedings and records of 
such court of probate.” 


HELD: Error. Neither 
jurisdiction put in issue the question 
whether the plaintiff was actually 
aggrieved by the decree admitting the 
will. The only question raised was 
whether the allegation that the plain- 
tiff was an heir at law and aggrieved 
by the decree was sufficient to satisfy 
the requirements of Section 7075. Since 
existence of a will ordinarily requires 
the distribution of an estate in a man- 
ner different from that prescribed by 
the Statute of Distribution, under which 
an heir at law would take, the admission 
of a will to probate at least prima facie 
affects adversely the interest of an heir 
at law. It follows that in an appeal from 
the admission of a will to probate an 
allegation in the motion for appeal that 
the appellant is an heir at law is ade- 
quate to satisfy the requirement of 
Section 7075. 
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WILLs — Construction — Provision 
Created Determinable Fee 


Tennessee—Court of Appzals (Western Section) 
Johnson v. Speer, 279 S.W. 2d 711. 


Testatrix devised certain real estate 
to her sister but provided “in the event 
my said sister should predecease my 
brother .. then the property shall 
vest in and belong to him.” Both the 
sister and brother survived the testatrix, 
but the sister died in 1952 leaving the 
brother surviving. Before her death the 
sister had conveyed the property by a 
regular warranty deed. In an action to 
construe the will, the grantee of the 
deed contended that the will created fee 
simple title in the sister of testatrix, 
subject only to the condition that the 
sister survive the testatrix. It was his 
contention that the brother should re- 
ceive the property only if the sister 
should predecease him during the life- 
time of the testatrix. The Chancellor 
held, however, that the sister had only 
a determinable fee, and that upon her 


death in 1952, title vested in the brother. 


764 


HELD: Affirmed. In other portions of 
the will the testatrix was careful to 
provide expressly for the contingency of 
a beneficiary’s predeceasing her. Conse- 
quently it is clear that if the testatrix 
had intended for the gift over to her 
brother to take effect only if the sister 
predeceased the testatrix, she would have 
so provided. There being no such pro- 
vision, the language of the will should 
be given its ordinary meaning, and the 
gift over to the brother should be 
effective whenever the sister died. Con- 
sequently the sister had only a deter- 
minable fee with an executory devise in 
favor of the brother, and the warranty 
deed made by the sister would be in- 
effective to defeat the provisions of the 
will. 
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@ Arthur Clark, trust officer 


of The 


First National Bank of Cincinnati, was 
elected a member of the Board of Direc- 
tors of Tax Executives Institute, 


Inc. 


IN MEMORIAM 


I. T. Bick, president and trust officer 
of FarmMeEeRS TrusT Co., Franklin, In- 
diana. 


AAGE FELTMOSE, trust officer of FIDEL- 
Iry TITLE & Trust Co., Stamford, Conn. 


ALLEN Forses, former president and 
chairman of the board of STATE STREET 
Trust Co. (now Second Bank-State 
Street Trust Co.), Boston. 


HENRY PIRTLE, retired vice president 
in charge of the corporate trust depart- 
ment of CLEVELAND TRUST Co. 


WALTER W. POWELL, former vice presi- 
dent and trust officer of TITLE INSUR- 
ANCE & Trust Co., Los Angeles. 


ERNEST E. SPENCER, vice president and 
trust officer, MERCHANTS TRUST CO., 
Muncie, Indiana. 

FRANCIS C. TRIMBLE, estate planning 
officer of PROVIDENT TRUST Co., Phila- 
delphia. 
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